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NOTICE  TO  THE  READER. 


The  inquiry  by  a  Committee  of  the  House 
of  Commons  into  the  operation  of  our  system  ot 
Joint-Stock  Banking  not  being  yet  terminated, — 
the  investigation  having  proceeded  only  so  far  as 
to  show  clearly  that  the  laws,  by  which  it  is  at 
present  regulated,  are  defective,  but  not  to  enable 
the  Committee  to  point  out  what  should  be  the 
nature  of  the  remedy, — it  appears  to  me .  im- 
portant, that  public  attention  should  be  directed 
to  the  subject,  in  order  that  the  principles,  on 
which  the  measures — which  must,  without  doubt, 
be  taken  in  the  ensuing  Session  of  Parliament — 
should  be  grounded,  may  be,  by  all  parties,  as  well 
by  those  concerned  in  Joint-Stock  Banks  as  by 
the  people  at  large,  who  have  a  deep  interest 
in  the  good  conduct  of  such  associations,  ma- 
turely considered.  Discussion  during  the  recess,  can 
scarcely  fail  to  elicit  some  additional  information  to 
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assist  the  legislature  in  arriving  at  sound  conclu- 
sions on  a  question  as  difficult  as  it  is  important, 
whilst  it  will  certainly,  by  aiding  the  growth  of  a 
sound  public  opinion  on  the  subject,  tend  to  pro- 
duce a  readier  acquiescence  in  the  legislative  re- 
gulations to  which  those  conclusions  may  point. 

As  one  means  of  inviting  this  discussion,  I 
have  thought  it  might  be  useful  to  publish  the 
speech  with  which  I  introduced  my  motion  for 
the  Committee,  adding  to  it  some  further 
development  of  the  principles  on  which  I 
stated  it  to  be  my  opinion,  that  legislation  on 
this  matter  should  proceed.  My  business,  of 
course,  on  that  occasion,  was  chiefly  to  show  that 
there  were  grounds  for  the  inquiry ;  the  reasons 
which  led  me  to  recommend  the  adoption  of  those 
principles,  are  doubtless  to  be  gathered,  in  some 
degree,  from  the  analysis  I  was  bound  to  give  of 
the  evils  flowing  from  a  system,  the  existence  of 
which  I  deprecated ;  but  I  was  deterred  from  stat- 
ing those  reasons  fully,  alike  from  the  feeling  that 
the  suggestion  of  remedies  was  more  properly  the 
province  of  the  Committee,  as  from  the  con- 
sciousness that  without  so  doing  I  should  be 
compelled,  notwithstanding  my  utmost  care,  to 
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trespass  at  greater  length  than  I  could  wish,  on  the 
indulgence  of  the  House.  I  have  not  now  thought 
it  either  necessary  or  becoming,  to  anticipate  the 
decision  of  the  Committee,  by  pointing  out  the 
precise  form  which  the  alteration  of  the  law 
respecting  Joint-Stock  Banks  should  assume;  I 
have  limited  myself  to  completing  the  exposition 
of  the  principles  by  which  those  alterations 
should,  in  my  humble  judgment,  be  guided. 

I  have  been  the  rather  induced  to  give  this  fuller 
elucidation  of  my  opinions,  from  observing,  in  a 
recent  number  of  the  "  Edinburgh  Review,"  an 
article  condemning,  in  unqualified  terms,  my 
views  on  this  subject,  and  promulgating  doctrines 
which  I  believe  to  be  erroneous  in  theory,  and 
of  which,  I  am  persuaded  that  we  shall  hereafter 
find,  as  we  have  hitherto  found,  the  practical 
application  to  be  inconvenient  and  dangerous. 
Being  well  aware  that  the  public  would  be  dis- 
posed to  consider,  with  respectful  attention,  any 
opinions  coming  from  such  a  source  (a  disposi- 
tion in  which  I  fully  concur),  I  felt  it  the  more 
necessary, '  clearly  to  explain  the  grounds  on 
which  my  own  conclusions  rested.  I  felt,  more- 
over, that,   in  replying  to  the  strictures  of  the 
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Reviewer,  I  should,  whilst  explaining  my  own 
views,  have  the  advantage  of  weighing  the  best 
arguments  which  could  be  urged  in  opposition 
to  them. 

An  inquiry  into  the  principles  which  should 
guide  legislative  interference  with  banking,  would 
not  unnaturally  lead  to  a  discussion  of  the 
wider  questions  of  which  Banking  forms  an 
important  branch,  viz.  the  nature  of  credit  and 
currency,  and  the  laws  which  regulate  money 
prices ;  but,  however  intimately  connected  with 
those  questions  in  theory,  the  subject  may,  for 
practical  purposes,  be  considered  apart  from 
them,  and  I  have  so  dealt  with  it  in  the  follow- 
ing pages,  as  well  as  in  the  speech  to  which  they 
are  the  supplement. 

I  have  given  in  an  appendix  the  act  of  the 
legislature  of  Massachusetts,  to  which  I  alluded 
in  my  speech,  and  beg  to  invite  to  it,  especially, 
the  attention  of  my  readers.  The  more  closely 
its  provisions  are  examined,  the  more  apparent 
I  am  satisfied  it  will  become,  that  they  have  been 
dictated  by  a  profound  acquaintance  with  the 
subject, — that  they  evince  a  clear  and  compre- 
hensive  perception    on  the  part  of  the  framers, 
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of  the  evils  incident  to  Joint-Stock  banking,  and 
embody  remedies,  devised  by  no  mean  sagacity 
to  counteract  them.  I  do  not  say  that  we 
should  implicitly  adopt  those  regulations ;  inde- 
pendently of  other  considerations,  the  different 
circumstances  of  the  two  countries  would  suggest 
important  modifications  in  the  application  to 
England  of  the  principles  on  which  those  laws 
are  based ;  but  I  do  say,  that  we  should  do  wisely 
to  consider,  with  great  attention,  the  conclusions 
to  which  a  long  and  often  disastrous  experience 
has  led  a  people,  eminently  sagacious,  clear- 
sighted, and  practically  wise,  on  a  subject  almost 
wholly  new  with  us,  both  to  the  legislature  and 
the  public. 

T  have  given  likewise  the  account  of  the  Joint- 
Stock  Banks,  completed  up  to  the  present  time  ; 
it  will  be  seen  that  twelve  new  Banks  have  been 
entered  at  the  Stamp  Office  since  the  date  of  the 
return  to  the  Committee. — The  report  having  been 
inserted  in  all  the  papers,  will,  no  doubt,  have  been 
already  seen  by  those  who  take  a  sufficient  interest 
in  the  subject  to  induce  them  to  peruse  these  pages. 
The  Committee  could  not,  of  course,  feel  them- 
selves   at  liberty   to  make  public   the   accounts 
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furnished  to  them  by  the  several  Banks,  incom- 
parably the  most  important  portion  of  the 
evidence  they  obtained;  but  in  the  evidence 
which  does  accompany  the  report,  there  is  much 
that  is  well  worthy  serious  consideration,  and 
more  than  enough,  I  trust,  to  relieve  me  from 
any  imputation  of  having  lightly,  or  wantonly, 
called  to  this  matter  the  attention  of  the  legis- 
lature and  the  public.  I  perceive  there  are  indi- 
cations of  that  pressure  on  the  money  market 
which  I  apprehended. — I  trust  it  may  not  prove 
serious  in  extent  or  duration.  Its  occurrence  will 
not  have  been  without  advantage,  if  it  prove  an 
additional  stimulus  to  us  to  place  under  efficient 
control  that  new  and  potent  element  of  our  mone- 
tary system,  to  the  operation  of  which  it  is  no 
doubt  in  great  part  to  be  attributed. 

I  need  scarcely  add,  that  I  am  to  be  understood 
as  giving  expression,  in  the  following  pages,  to 
my  own  opinions  only,  or  disclaim  the  remotest 
wish  that  the  public  should  gather  from  their 
contents,  the  slightest  inference  as  to  the  views 
of  any  other  member  of  the  Committee. 

Fulwcll  Lodge,  Twickenham, 
Sept.  20,  1836. 


SPEECH,   &c. 


In  rising  to  submit  the  motion  of  which  I  have 
given  notice,  I  have  to  bespeak  the  indulgence  of 
the  House.  The  subject  which  I  am  about  to 
bring  under  its  notice  is  one,  in  itself,  but  little 
attractive,  and  deriving  no  adventitious  interest 
from  any  aptitude  to  excite  the  feelings  of  party  ; 
but  it  is  a  subject,  nevertheless,  of  the  very  greatest 
importance,  and  one,  I  can  venture  to  assure  the 
House,  urgently  requiring  an  early  and  careful, 
not  to  say  anxious,  consideration.  The  motion  I 
am  about  to  submit  to  the  House  is  as  follows : — 
"  That  a  Select  Committee  be  appointed,  to  inquire 
"  into  the  operation  of  the  Act  of  7  Geo.  IV.,  c.  46, 
"  permitting  the  establishment  of  joint-stock  banks, 
"  under  certain  restrictions,  and  whether  it  be  expe- 
"  dient  to  make  any,  and  what  alterations  in  the 
"  provisions  of  that  Act." 

Under  that  Act  a  system  of  joint-stock  banking 
has  grown  up,  already  of  great  magnitude,  which 
is  daily  extending  its  ramifications,  and  which 
promises  very  shortly  to  comprehend  every  por- 
tion of  the  kingdom,  and  every  class  of  the  popu- 
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lation  within  the  sphere  of  its  operation.     Of  the 
vast   importance   of   the   consequences,   whether 
good  or   evil,  which  must   eventually  flow  from 
the  workings  of  this  system,  no  man  can  reason- 
ably doubt.      Banking  forms — as  we  know  but 
too  well  from  our  own  experience — an  important, 
perhaps  the  most  important,  part  of  the  monetary 
system  of  the  country;  and  the  question  of  the 
soundness,  therefore,  of  the  principles  on  which 
it  is  conducted,  touches  not  only  the  welfare  of 
the  commercial  and   manufacturing   classes,  but 
deeply  affects  every  relation  of  social  life,  and  is, 
consequently,  beyond  most   others  deserving  of 
the  earnest  attention  of  the  legislature.      My  ob- 
ject is  to  induce  the  House  to  inquire  whether  the 
system  of  joint-stock  banking  in   this   country 
has  received  the  best  legal  development  of  which  it 
is  susceptible  ?   It  is  capable  of  conferring  great 
benefits  on  the  community,  but  it  may,  if  ill  regu- 
lated, give  birth  to  as  great  calamities.     Have  we 
taken  all  the  means  within  our  power  to  secure  the 
one,  and  to  obviate  the  other  ?    I  think  not.    But 
before  entering  on  this  question — before  stating 
what  I  consider  to  be  the  imperfections  of  the  law 
by  which  joint-stock  banking  is  at  present  regu- 
lated, and  how  those  imperfections  may  be  best 
remedied,  it  may  be  well  that  I  should  recall  to 
the  recollection  of  the  House  the  circumstances 
under  which  the  existing  system  originated. 
The  history  of  the  year   1825,  must  be  fami- 
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liar  to  every  honourable   gentleman    who    hears 
me ;    the  mad   excitement,    the   idle   dreams    of 
unbounded  prosperity,  the  wild  projects  at  the 
commencement  of  that  memorable  year,— the  wide 
spread  distress,  the  still  more  widely  spread  alarm 
which   attended   its    close,   are   not,  I  am    sure, 
forgotten  by  this  House,  and  will  not  be,  I  trust, 
forgotten  by  the  public.     On  the  assembling  of 
Parliament  in   1826,  His  Majesty  having  called 
its  attention   to    the   calamities    which    had  sig- 
nalised the  period  then  recently  elapsed,  and  to 
the  consideration  of  the  best  means  of  obviating 
the   risk  of  their  recurrence,    two   measures   for 
that  purpose  were  submitted  by  the  government 
of  that  day,  to  both  Houses.     The  first,  was  for 
a   suppression,   at  an  early  period,  of  all  notes 
under    5/.,   issued  by  private  banking  establish- 
ments,   the   Bank   of    England    having   already 
discontinued    the  issue   of  such  notes.     On  this 
measure  (in  my  opinion  a  most  salutary  one),  it 
is  not  necessary  that  I  should  at  present  comment ; 
the   second    was   intended    to   create  a   sounder 
system  of  banking.     In  the  panic,  a  very  great 
number  of  country    bankers    stopped   payment, 
fifty-nine  commissions  of  bankruptcy  were  issued 
against   country  banks,   from   October   1825,  to 
February   1826,  and  many  suspended  their  pay- 
ments, whose  affairs  did   not  proceed  to   bank- 
ruptcy.     An    opinion,    in    consequence,  became 
prevalent,  that  one  of  the  causes  most  operative 
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in  producing  the  crisis  just  then  overpast,  was  to 
be  found  in  the  law,  which,  by  restricting  part- 
nerships   consisting  of  more  than   six   persons, 
from  issuing  notes,  and  indeed,  as  was  supposed 
(although,   as   it    subsequently   appeared,   erro- 
neously), from  carrying  on  the  trade  of  banking 
altogether,   greatly    enhanced    the   difficulty   of 
forming   solid   establishments  for   that   purpose. 
To  the  relaxation  of  that  law,  originally  enacted 
in   1708,   to  confer  on  the  Bank  of  England  a 
monopoly  of  the  power  of  issuing  notes,  it  was 
necessary  to  obtain  the  consent  of  the  Bank,  as 
its  re-enactment  was  part   of  the  last,  as  it  had 
been  of  previous  bargains,  with  that  corporation. 
Accordingly,  the  First  Lord  of  the  Treasury  and 
the  Chancellor  of  the  Exchequer,  the  late  Lord 
Liverpool  and   Lord   Goderich    (then   Mr.    Ro- 
binson), had,  on  the  3rd  of  February,  written  a 
letter  to  the  directors,  urging  such  consent.     It 
is  not  necessary  that  I  should  trouble  the  House 
with  reading  either  that  letter,  or  any  portion  of 
the  correspondence  between  the  Government  and 
the  Bank  directors,  consequent  on  the  application 
it  contained.     The  result  of  the  negotiation  was, 
that  the  Bank  consented  to  waive  its  exclusive 
privileges  in  that   particular,    provided  that  the 
banking  co-partnerships  under  the  new  law,  were 
not  to  be  established  at  a  less  distance  than  sixty- 
five  miles  from  London,  and  that  every  member 
should  be  individually  liable  for  the  whole  debts 
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of  the  firm.  In  the  course  of  the  session,  an  Act 
was  passed,  the  7th  Geo.  IV.,  c.  46,  embodying 
these  conditions. 

As  a  law  for  the  general  regulation  of  joint- 
stock  banking,  this  Act  was  avowedly  imperfect : 
the  ministers  of  that  day  stated,  not  that  the 
Act  was  the  best,  that,  in  their  opinion,  could 
be  framed  for  the  purpose,  but,  that  it  was  the 
best  which  the  then  existing  bargain  with  the 
Bank  of  England  allowed  them  to  bring  forward, 
and  most  deeply  is  it  to  be  lamented,  that  ad- 
vantage was  not  taken  of  the  renewal  of  the 
Bank  Charter  in  1833,  to  establish  a  sound  and 
enduring  system  of  joint-stock  banking,  as  far 
as  that  object  can  be  accomplished  by  the  inter- 
ference of  the  legislature.  That  opportunity 
was  lost;  Lord  Althorp  did,  indeed,  propose 
conferring  charters  of  limited  liability  on  such 
joint-stock  banks  as  would  issue  only  Bank  of 
England  notes,  but  subsequently  abandoned  that 
intention,  and  the  only  change  then  made  in  the 
law  relating  to  those  establishments,  was  permit- 
ting them  to  make  their  notes  payable  in  London. 
The  laws  regulating  the  trade  of  banking  by 
partnerships  of  more  than  six  persons  in  England 
and  Wales,  are  briefly  as  follows  : — 

They  must  not  be  established  at  a  less  distance 
than  sixty-five  miles  from  the  metropolis. 

They  may  issue  notes,  payable  on  demand 
where  issued, — or  in  London,  and  where  issued. 
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They  may  discount  in  London  bills  of 
exchange. 

They  must,  before  issuing  notes,  enter  at  the 
Stamp  Office  in  London,  the  name  of  the  co- 
partnership, the  names  and  residences  of  the 
partners,  and  the  names  of  two  or  more  officers  of 
the  co-partnership,  through  whom  they  may  sue, 
or  be  sued. 

A  like  return  must  be  made  every  year,  and 
also,  whenever  a  change  takes  place  in  the  officers, 
the  members,  or  the  places  where  notes  are  to  be 
issued. 

Execution  on  judgments  and  decrees  obtained 
against  the  officers,  may  be  sued  out  against  any 
member  of  the  co-partnership  :  this  responsibility 
attaches  to  persons  retiring  from  the  company, 
for  three  years,  so  far  as  relates  to  transactions 
occurring  whilst  they  were  members. 

Under  these  laws,  a  system  of  joint-stock 
banking  has  grown  up,  already,  as  I  have  said,  of 
vast  extent,  and  day  by  day  enlarging  the  sphere 
of  its  action.  By  a  return  to  an  order  of  this 
House,  of  the  21st  of  March  last,  it  appears  that 
there  were,  at  that  date,  61  joint-stock  banks 
established,  with  their  branches,  at  472  places, 
and  consisting,  in  all,  of  15,673  partners  or 
shareholders.  Of  these,  three  were  established 
in  1826,  four  in  1827,  six  in  1829,  one  in  1830, 
eight  in  1831,  seven  in  1832,  ten  in  1833,  ten 
in   1834,  eight  in   1835,  and   four  in  this  year. 
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and  since  the  date  of  the  return,  five  have  been 
entered  at  the  Stamp  Office;  having  28  branches, 
and  2052  partners  ;  20  more  companies  I  know  to 
be  in  a  course  of  formation,  and  there  are  probably 
others,  of  which  I  have  not  heard. 

Now,  Sir,  I  cannot  but  think  that  the  circum- 
stances I  have  stated  to  the  House— the  vast  and 
growing  extent  of  the  system  of  joint-stock  bank- 
ing on  the  one  hand,  the  absence  of  all  legal  control 
over  the  working  of  that  system,  on  the  other— con- 
stitute a  state  of  affairs  very  far  from  satisfactory, 
and,  especially  if  looked  at  in  combination  with 
certain  other  signs  of  the  times,  not  to  be  contem- 
plated without  alarm,  or,  at  least,  without  con- 
siderable anxiety.  We  have  called  into  existence — 
we  have  introduced  into  our  monetary  system,  an 
element  of  tremendous  power ;  we  have  taken  no 
precaution  to  limit  or  control  its  operation.     I  say 
'  no  precaution  ;' Wor  the  provision  of  7  Geo. 
IV.,  cap.  46,  which  imposes  unlimited  liability  on 
all  the  partners  in  joint-stock  banks,  whilst  it  is, 
in  my  opinion,  attended  by  inconveniences  of  the 
gravest  kind  peculiar  to  itself,  has  failed,  and  al- 
ways will  be  found  to  fail,  as  a  means  of  guarding 
against  proceedings  on  the  part  of  such  establish- 
ments, perilous  to  themselves  and  injurious  to  the 
community. 

The  dangers  to  which  our  present  system  is  ex- 
posed arise  mainly  from  these  causes — by  permit- 
ting an  unlimited  number  of  persons  to  combine 
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for  the  purpose  of  carrying  on  the  trade  of  bank- 
ing, you  confer  on  them  an  enormous  power  of 
creating  an  extensive  business  ;  by  rendering  all 
the  shareholders  individually  responsible,  you 
afford  the  most  dangerous  facility  in  obtaining 
credit,  whilst  you  take  not  the  smallest  precaution 
that  such  banks  shall  possess  capital  commensu- 
rate with  the  engagements  into  which  the  powers 
and  facilities  you  bestow  will  tempt  them  to  enter. 
I  can  conceive  no  state  more  dangerous  for  any 
commercial  community  than  one  in  which  a  sys- 
tem composed  of  such  elements  should  be  in  full 
activity, — in  which  the  country  should  be  covered 
with  joint-stock  banking  companies,  enabled  to 
extend  their  operations  through  the  thousand 
channels  open  to  them  by  means  of  their  share- 
holders, and  feeling  no  necessity  to  limit  the  ac- 
commodation they  afford  from  want  of  funds,  Ihe 
place  of  which,  for  a  certain  length  of  time  at  least, 
their  credit  will  supply.  I  can  conceive  no  state 
more  directly  tending  to  produce  that  excitement, 
that  over-trading,  that  apparent  prosperity,  so 
pleasant  in  its  advent — so  bitter  in  its  conse- 
quences. If  there  be  one  case  in  which  legisla- 
tive interference  with  the  intercourse  of  individuals 
could  be  justified  equally  by  reasoning  and  expe- 
rience, beyond  all  doubt  it  would  be  an  interfe- 
rence to  obviate  the  dangers  which  an  abuse  o* 
the  powers  and  facilities  of  joint-stock  banking 
inevitably  tends  to  produce.     We  have  made  no 
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such  attempt.  There  is  in  the  7th  Geo.  IV.  no 
restriction  or  limitation  whatsoever,  either  on  the 
process  of  forming,  or  subsequent  proceedings  of 
these  companies.  The  one  sole  condition  is,  that 
every  partner  shall  be  liable  to  the  whole  extent 
of  his  fortune ;  and  those  who  may  deny  that 
any  change  in  the  law  is  necessary,  must  be  pre- 
pared to  show  that  the  one  provision  of  unlimited 
liability  is  sufficient  to  secure  the  stability  of  a 
system  on  which  it  is  quite  evident  that  the  whole 
banking  of  the  country  is  at  no  distant  period 
destined  to  be  conducted.  Will  that  condition 
ensure  an  observance  of  the  caution  essential  to 
stability  ?  Our  own  experience  of  almost  half  a 
century  is  a  sufficient  reply.  Banking  in  England 
has  (with  the  exception  of  the  Bank  of  England) 
been  hitherto  on  no  other  footing.  Need  I  re- 
mind the  House  how  far  from  stable  that  footing 
has  proved  R 

In  1791  and  1792,  one  hundred  country 
banks  were  swept  away.  There  had  been  then  no 
bank  restriction,  and  there  were  no  small  notes. 
But  was  the  system  more  secure  during  the  bank 
restriction,  and  whilst  the  country  bankers  had 
the  power  of  issuing  small  notes  ?  From  1809  to 
1819,  no  less  than  174  commissions  of  bankruptcy 
were  issued  against  country  bankers  ;  and  after 
we  had  again  returned  to  cash  payments,  from 
1819  to  1826,  including  the  time  of  the  panic,  99 
commissions  were  issued.     To  these  bankruptcies 
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must  of  course  be  added  the  many  cases  of  tempo- 
rary suspensions  of  payments  and  arrangements 
with  creditors,  stopping  short  of  bankruptcy.     It 
may  be  said,  however,  that,  as  these  were  not  joint- 
stock  banks,  the  illustration  does  not  apply ;  but  we 
are  examining  how  far  the  consciousness  of  indi- 
vidual responsibility  will  suffice  to  ensure  the  re- 
quisite caution  in  conducting  the  trade  of  bank- 
ing ;  and  if  it  be  found  that  such  consciousness 
has  failed  to   secure  prudent  conduct  in  private 
banking  establishments,  the  probabilities  are  in- 
finitely less  that  it  will  have  that  effect  in  joint- 
stock  companies.     In  such  companies  the  feeling 
of  responsibility  is  less  intense  in   proportion  as 
the  bulk  of  the  partners  take  no  share  in  the  ope- 
rations by  which  that  responsibility  is  incurred, — 
their  very  numbers  and  aggregate  wealth  generate 
a  careless  confidence,  whilst  the  temptations  to 
improvidence   are   almost   incalculably  increased 
by  the  facility  of  credit  which  those  very  circum- 
stances produce.      But  T   shall  perhaps  be  told 
that  the  losses  they  may  sustain  is  a  matter  with 
which  the  public  has  no  concern.     Sir,  we  must 
carefully  distinguish  between  immediate  and  ulti- 
mate solvency.   With  ultimate  solvency,  it  is  true, 
the  public  has  no  concern.     Whether  the  assets 
of  a  bank  stopping  payment  prove  sufficient  to  pay 
one  shilling  or  twenty  shillings  in  the  pound,  is 
a  question  almost  wholly  without  interest  to  the 
public.     The  real  injury  to  the  community,  pro- 
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duced  by  the  working  of  an  unsound  system  of 
banking,  is,  first,  in  the  waste  of  capital  conse- 
quent on  the  overtrading  which  it  creates  or  sti- 
mulates :  and,  secondly,  in  the  shock  to  credit — 
the  alarm,  the  distrust,  and  lessened  demand  for 
labour,  which  the  extensive  failure  of  banking 
establishments  inevitably  produces. 

How  far,  then,  does  unlimited  liability  in  the 
partners  of  joint-stock  banks  afford  a  security 
against  the  stopping  payment  of  such  establish- 
ments ?  Not  only  does  it  afford  no  such  security, 
but  it  evidently  tends  to  augment  the  risk  of  such 
occurrence.  The  credit  obtained  by  such  banks 
will  be  in  proportion,  not  to  the  paid-up  capital, 
but  to  the  presumed  extent  of  their  ultimate  sol- 
vency,— their  engagements  in  prosperous  times 
will  be  in  proportion  to  the  credit  so  obtained  ; 
but,  should  a  period  of  difficulty  arrive,  the  paid- 
up  capital  would  be  the  only  fund  to  which  re- 
course could  be  had.  To  suppose  that  a  call  on 
the  shareholders  at  such  a  moment  would  be 
attended  to,  is  visionary.  Many  among  them 
would  probably  themselves  have  need  of  all  their 
disposable  funds,  and  none  of  them  would  be  found 
to  advance  money,  the  return  of  which  from  their 
brother  shareholders  might  reasonably  be  consi- 
dered problematical.  Of  by  far  the  greater  por- 
tion of  joint-stock  banks  at  any  time  existing,  the 
ultimate  solvency  could  not  be  doubtful ;  but  by 
how   frightful  a  process  would  that  solvency  be 
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put  to  the  test  9  I  have  already  stated  that  execu- 
tion on  judgments  obtained  against  the  officers  oi 
joint-stock  banks  may  be  sued  out  against  any  oi 
the  partners.     In  the  case  of  a  suspension  of  pay- 
ment by  one  of  these   establishments,   the  most 
opulent  shareholders  would  of  course  be  selected 
for  attack,  and  respectable  and  wealthy  persons 
might,  if  the  engagements  of  the  bank  were  large, 
be  reduced  at  once  to  beggary,  and  left  to  recover 
their  lost  fortunes  by  suits  in   Chancery   against 
their  partners  for  their  proportion  of  the  debts  of 
the  concern.     It  is  also  by  no  means   clear  that 
every  partner  in  a  joint-stock  bank  is  not  subject 
to  the  operation  of  the  bankrupt-laws,  with  all 
their  train  of  formidable  consequences. 

But  the  mere  misery  thus  created  is  but  a  small 
portion  of  the   evil  to  be  dreaded.      If  a  period 
should  ever  arrive  in  which  several   of  these  esta- 
blishments should  become  embarrassed,  and  legal 
proceedings  be  had  against  individual  sharehold- 
ers, it  is  certain  that  suspicion  would  arise,   gene- 
rally, with  regard  to  shareholders  in  all  such  con- 
cerns.     The   creditors    of  persons    thus  circum- 
stanced would  feel  the  inclination  to  secure  what 
was   due    to  them   before   the   property   of  their 
debtors  became  liable  for  the  engagements  of  the 
bank  ;  and  a  state  of  distrust,  discredit,  and  alarm 
would  occur,  far  more  widely  spread,  and  more 
disastrous,  I  (irmly  believe,  than  any  we  have  yet 
witness.-.).     If  a   private  bank  fail,  its  immediate 
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connexions  alone  are  liable  to  suspicion ;  the  dis- 
trust created  by  the  stoppage  of  a  joint-stock  bank 
will  extend  more  widely  in  proportion  as  a  greater 
number  of  persons  are  implicated  in  the  respon- 
sibility. The  House  will  not  think  that  I  have 
over-rated  the  importance  of  this  consideration, 
when  it  bears  in  mind  that  more  than  17,000 
persons,  many  of  them  commercial  men  of  con- 
siderable eminence  in  the  great  towns  of  Eng- 
land, are  partners  in  these  companies. 

There  are  other  evils  attendant  on  the  present 
state  of  the  law  as  regards  joint-stock  banks,  of 
no  inconsiderable  magnitude,  although  trifling 
compared  with  those  to  which  I  have  just  ad- 
verted. Prominent  among  these,  is  the  facility 
afforded  by  the  existing  law,  for  getting  up,  in  a 
moment  of  excitement,  bubble  companies — com- 
panies, I  mean,  of  which  the  projectors  have  no 
other  object,  than  to  make  a  profit  by  jobbing  in 
the  shares.  It  is  scarcely  possible,  indeed,  to 
conceive  a  state  of  the  law,  affording  a  more 
direct  temptation  and  encouragement  to  such 
schemes,  than  the  present.  Under  the  7th  Geo. 
IV.,  a  company  for  joint-stock  banking  may  be 
formed,  with  a  nominal  capital,  we  will  suppose, 
of  a  million,  10,000  shares  of  100/.  each.  It  may 
commence  business,  with  500  or  100  shares 
really  taken,  for  to  constitute  the  company  ac- 
cording to  the  Act,  it  is  sufficient  that  half  a 
dozen  shareholders,  and  two  officers,  enter  their 
names  at  the  Stamp  Office.     Upon  those  shares, 
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40s.  or  20s.  each  may  be   paid  up,   for  the  Act 
requires  no  paid-up  capital;  and  if  the  projectors 
can  provide  funds  to  procure  a  sufficient  quantity 
of  mahogany  desks,  and  brass  door-plates,  they 
are  authorised  to  establish  branch  banks  in  every 
town  in  the  kingdom,  sixty-five  miles  from  the 
metropolis,  for  in  the  Act,  there  is  no  limitation  of 
the  number.  A  fictitious  dividend  may  be  declared, 
for  the  Act  prescribes  no  publicity  of  accounts,  and 
when  by  this,  or  any  other  contrivance,  the  shares 
have   been   raised   to   a   premium,   the   reserved 
shares  may  be  issued,  the    profit  thus  obtained 
furnishing  a  fund,  from  which  further  dividends 
may  be  made,  and  fresh  delusions  practised  on 
the  public.     Even  the  principle  of  responsibility 
of  the  individual  shareholders,  is,  in  the  existing 
law,    by   no    means  efficiently  worked    out;    no 
publication  of  the   names  of  the  shareholders  is 
prescribed,  and  it  is  quite  possible,  therefore,  that 
all  the  parties  whose  names  were  originally  the 
means  of  raising   one  of  these  companies    into 
credit,  may  withdraw,  and  the  confidence  of  the 
public    might  thus   be   found   to    be   resting  on 
grounds  altogether  illusory.     It  is  only  by  appli- 
cation at  the  Stamp  Office,  that  the  names  of  the 
partners  in  any  joint-stock   bank  can  be  ascer- 
tained, a  process  but  little  likely  to  be  resorted  to, 
with  respect  to  establishments  at  a  considerable 
distance  from  London.    I  may  add,  that  in  point 
of   fact,   the    changes    of    proprietors,    although 
required  by  the  Act  to  be  registered  at  the  Stamp 
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Office,  are  not  always  so  registered ;  and  indeed, 
if  every  transfer  of  every  share  in  every  joint- 
stock  bank,  is  to  be  entered  at  the  Stamp  Office, 
some  new  and  extensive  arrangements  must  be 
made  for  the  purpose. 

Having,  Sir,  now  stated  to  the  House  what  I 
conceive  to  be  the  defects  in  the  existing  law, 
and  the  evils  likely  to  flow  from  those  defects,  it 
may  be  expected  that  I  should  state  to  what 
extent,  existing  circumstances  illustrate  the  ar- 
guments I  have  used,  and  whether  there  be  any 
symptoms  indicating  the  near  approach  of  those 
dangers  and  inconveniences,  which  I  have  stated 
to  be,  in  my  apprehension,  of  probable  occurrence. 
Sir,  I  confess  that  this  is  ground  on  which  I 
tread  reluctantly,  and  on  which,  if  I  venture  at 
all,  it  will  be  with  the  utmost  caution  and  reserve. 
In  the  first  place,  it  will  be  observed,  that  a  large 
proportion  of  the  joint-stock  banks,  comprehended 
in  the  return  on  the  table — the  only  banks  yet  in 
operation — were  established  before  the  present 
excitement,  and  are,  therefore,  not  open  to  the 
suspicion  of  being  got  up  with  any  other  than 
the  avowed  object.  In  the  next  place,  I  am 
quite  persuaded,  that  with  regard  to  very  many 
of  these  establishments,  no  want  of  caution  can 
be  fairly  imputed  to  those  by  whom  they  are 
conducted,  and  where  a  course  has  been  pursued 
open  to  objection,  the  error  is  rather  to  be  attri- 
buted to  our  own  faulty  legislation,  than  to  those 
by  whom  the  mistaken  principles,  sanctioned  by 
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the  state  itself,  have  been  practically  brought  into 
operation.  Still  there  are  facts  and  circumstances 
connected  with  the  actual  working  of  the  joint- 
stock  banking  system,  which  may  be  stated  with 
a  due  regard  to  the  caution,  which  it  appears  to 
me,  every  man,  but  especially  every  member 
of  either  House  of  Parliament,  is  bound  to 
observe,  in  making  statements  that  can,  by  pos- 
sibility, affect  the  commercial  credit  of  the 
country. 

For  the  following  table,  I  am  indebted  to  the 
courtesy  of  the  directors  of  the  several  banks  : — 

JOINT-STOCK    BANKS. 

By   Return  from  the   Stamp  Office,  dated  21st 

March,  1836  .  .  .  .61 

Omitted  .  .  .  .  .1 

—62 
Of  the  above — 
In  process  of  formation  .  .  .3 

Private,  although  included  in  return,  having  more 
than  six  partners         .  ,  .  .4 

—  7 

55 

No  returns  from  ...  .9 

46 



Shares  Nominal  Capital 

*  Banks.  Shares.  issued.  capital.  paid  up. 

46        821,050       529,397        £.30,930,000       cf.5,922,505 


of  shares.   63  per  cent.        of  capital.  19  per  cent. 

*  The  returns  made  to  the  Committee  have  afforded  the 
means  of  making  up  a  complete  account,  for  which,  see 
Appendix. 
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Of  the  above  forty-six  banks,  four  having  a 
nominal  capital  of  9,500,000/.,  and  paid-up 
capital  of  1,474,600/.,  do  not  issue  their  own 
notes  *.  The  present  circulation  of  notes  by  the 
whole  of  the  joint-stock  banks,  including  of 
course  those  of  which  I  have  not  been  able  to 
state  the  capital,  is  3,094,025/.  In  December 
1833,  it  was  1,315,301/.;  the  increase,  therefore, 
is  not  great,  when  the  increase  of  their  number  is 
taken  into  account ;  and  it  is  also  recollected  that 
the  private  bank  circulation  has  fallen  off  500,000/. 
in  the  same  period. 

But  it  is  by  no  means  by  the  amount  of  issue 
of  notes  alone  that  the  effect  of  the  operations  of 
the  joint-stock  banks  upon  the  monetary  system 
of  the  country  is  to  be  measured.     The  means 
strictly    within    the    power    of    such    of    these 
establishments  as  do  not  issue  notes,  of  affording 
accommodation    to   their   customers,  consist,   of 
course,    first,    of    their    paid-up    capital ;    and, 
secondly,  of  the  money  deposited  in  their  hands. 
Of  the   amount  of   this   latter  item   I   have  no 
means  of  forming  a  correct  estimate ;  but  as  these 
establishments  are  comparatively  of  recent  forma- 
tion, and  large  deposit  accounts  can  only  be  the 
growth   of   years,   it   is    not   probable   that   the 

*  Of  the  62  banks  which  furnished  statements  of  account 
to  the  committee,  there  were  12  on  the  31st  of  December, 
1835,  which  did  not  issue  their  own  notes,  having  a  nominal 
capital  of  £.13,250,000,  and  paid-up  capital  of  .£.1,799,725. 
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deposits  with  the  joint-stock  banks  can  be  very 
large,  perhaps  not  generally   greatly  exceeding 
the  amount  of  the  paid-up  capital*.     In  the  case 
of  such  as  issue  notes,  the  amount  of  circulation 
must  be  added  to  their  means  of  giving  accom- 
modation.   But  I  believe  I  am  justified  in  stating 
that  the   accommodation  afforded  in   many   in- 
stances by  these  banks  very  considerably  exceeds 
the  combined  amount  of  paid-up  capital,  deposits, 
and  circulation.     They  are   enabled  to   give  this 
accommodation  by  re-discounting  in  the  London 
market.     Large  amounts  of  bills  are  discounted 
by  these  establishments  in  the  country  at  one 
rate  of  interest,  and  negotiated  in  the  London 
market  at  another — the  profit   of   the  bank,  of 
course,  consisting  in  the  difference  between  the 
discount  they  charge,  and  that  which  they  pay 
on  the  transaction.     In  the  case  of  banks  not 
issuing  paper,  this  is  done  through  the  Bank  of 
England,  which,  up  to  a  certain  extent,  will  dis- 
count for  such  banks  at  3  per  cent.     In  the  case 
of   banks   issuing  their    own    paper,  it   is  done 
through  bill-brokers  in  London.     Now,  I  believe 
I   am  justified  in   saying   that    this   practice    of 
re-discounting    is  not    considered  by  the   most 
skilful  and  prudent  among  private  bankers  as  a 

•  In  this  supposition  I  was  mistaken.  The  deposits  with 
the  joint-stock  banks  do,  it  appears,  very  considerably  exceed 
the  paid-up  capital,  but  that  circumstance  only  renders  more 
striking  the  fact  subsequently  adverted  to. 
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very  creditable  or  business-like  proceeding, — nor 
one  which  could  be  carried  on,  to  any  consider- 
able extent,  by  a  private  banking  establishment 
without  exposing  it  to  suspicion  and  discredit,  as 
showing  conclusively  that  it  was  in  want  of  dis- 
posable funds,  and  getting  into  engagements  be- 
yond its  strength  to  manage.     But  this  practice 
thus  repudiated  by  private  bankers  is  freely  re- 
sorted  to   by  some,  at  least,  of  the  joint-stock 
banks.     The  House  will  at  once  see  how  strong 
an   illustration  this  fact  affords  of  the  principle 
which  I  have  ventured   to   lay  down — namely, 
that  the  very  facility  of  credit  which  unlimited 
liability  affords,  tends  directly  to  abuse,  and,  con- 
sequently, to  danger.    The  endorsement  of  a  bank 
known  to  contain,  among  500  or  600  members, 
many  individuals  of  great  wealth,  will  give  cur- 
rency to  any  bill.     "  Do  you  not  observe,"  said 
a  broker  to  a  person  who  expressed  a  doubt  of 
the  character  of  a  bill  offered  to  him  for  discount, 
"  that  it  has  a  thousand  indorsers  ?"     I  by  no 
means  intend  to  assert  that  under  the  sanction  of 
these  establishments  many  accommodation  bills 
have  been  negotiated,    although,   perhaps,   they 
may  have  been  the  means  of  introducing  some 
paper  of  a  questionable  character  into  circulation. 
But,  can  no  injury  be  done  to  the  community, 
no  danger  be  incurred  even  by  an  unlimited  dis- 
counting of  good  bills, — bills  that  are  in  payment 
of  real  mercantile  transactions  ?     I  am  far  from 
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thinking  so;  and  I  believe  that  if  at  this  moment 
the  system  of  joint-stock  banking  be  working  ill 
for  the  community,  it  is  more  through  the  facilitv 
it  affords  of  a  dangerous  extension  of  bill  accom- 
modation, than  by  any  indiscretion  in  the  issue  of 
their  own  promissory  notes  on  the  part  of  these 
establishments.     It  is  well  known  that  in  periods 
of  rising  prices,  and   consequent  excitement   in 
the  commercial  world,  persons  will   always   be 
found  ready  to  speculate  in  matters  not  within 
their  usual  trade,  or  to  extend  the  operations  of 
their   legitimate   business   to  the  full    extent  to 
which  they  can   obtain   capital  for  the  purpose. 
It  is  quite  clear,  therefore,  that  any  joint-stock 
bank  possessing,  from  the  unlimited  liability  of 
its  many  partners,  an  almost  unbounded  credit, 
may  give  a  fearful  stimulus  to  over  trading  with- 
out discounting  or  procuring  to  be  re-discounted 
one  single  bill  not  drawn  in  discharge  of  a  bond 
fide  mercantile  transaction.     But  is  this  credit  of 
these  joint-stock  banks,  when    so   employed,  a 
sound  and  wholesome  credit  ?     Is  it  not,  on  the 
contrary,  a  credit  in  the  highest  degree  hollow  and 
dangerous,  and  one  which  would,  in  a  period  of 
difficulty,   but    too    probably    prove    unsound? 
Suppose  a  change  in  the  state  of  the  London 
money  market  were  to  occur, — that  the  re-dis- 
counts of  which  I   have   spoken  could  not  be 
obtained,  and  that   these   establishments  conse- 
quently must  withdraw  the  accommodation  they 
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had  hitherto  afforded,  is  it  not  clear  that  great  em- 
barrassment would  be  felt  by  all  the  persons  thus 
deprived  of  the  support  on  which  they  had  been 
led  to  rely  ? — an  embarrassment  almost  of  neces- 
sity shared  by  the  joint-stock  bank,  which  should 
have  entered  on  a  sphere  of  operations  beyond 
the  means  under  its  direct  and  immediate  control. 
To  what  extent  the  operations  of  the  joint-stock 
banks  may  have  contributed  to  create  the  present 
state  of  excitement  in  the  commercial  world, 
must,  of  course,  be  mere  matter  of  conjecture. 
That  they  have  had  some  considerable  influence  is 
probable,  from  the  fact  that  the  excitement  and 
rage  for  speculation  is  greatest  in  those  parts  of 
the  kingdom  where  the  operations  of  those 
establishments  have  been  most  active.  London 
has  been  comparatively  unmoved,  but  Liverpool 
and  Manchester  have  witnessed  a  mushroom 
growth  of  schemes  not  exceeded  by  the  memo- 
rable year  1825.  I  hold  in  my  hand  a  list  of 
seventy  contemplated  companies  for  every  species 
of  undertaking,  which  have  appeared  in  the  Liver- 
pool and  Manchester  papers  within  the  last  three 
months.  This  list  was  made  a  fortnight  or  three 
weeks  since,  and  might  probably  now  be  con- 
siderably extended.  It  is  impossible  also,  I  think, 
not  to  suspect  that  the  facility  of  credit  and  con- 
sequent encouragement  to  speculation  to  which 
I  have  alluded  cannot  have  been  without  its 
effect  in  producing  the  great  increase  of  price  in 


32 

almost  all  the  chief  articles  of  consumption  and 
raw  materials  of  our  manufactures.  That  increase 
has  been  enormous — not  less  than  from  20  to  50, 
and  even  100  per  cent.,  in  many  of  the  chief 
articles  of  produce — of  consumption — and  mate- 
rials of  our  manufactures.  I  am  quite  aware  that 
there  is  every  indication  of  this  advance  of  price 
being  sound, — that  it  has  arisen  from  consumption 
outrunning  supply, — and  that  our  manufacturers 
are  working  on  orders  rather  than  speculation. 
But  I  cannot  forget  that  the  excitement  of  1825 
commenced  legitimately — that  the  rise  of  prices 
will  infallibly  check  consumption,  whilst  it 
stimulates  supply  -,  and  when  we  look  at  the 
amount  of  our  paper  currency  resting  at  this 
moment  on  the  somewhat  narrow  metallic  basis 
of  the  bullion  and  specie  in  the  vaults  of  the 
Bank  of  England,  it  is  impossible  not  to  feel 
apprehension,  or  at  least  the  propriety  of  caution 
and  forethought. 

The  circulation  of  the  Bank  of  England,  as  ap- 
pears by  the  last  average  in  The  Gazette,  is — 

Circulation  of  the  Bank  ....  £.18,063,000 
Deposits  with  Ditto 14,751,000 


32,814,100 
Private  and  joint-stock  banks     .         .  .  11,447,919 


44,261,919 
Probable  amount  of  Scotch  and  Irish  currency        10,000,000 


Specie  and  bullion  at  the  Bank    .    £.7,801,000 


54,261,919 
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It  is  right  that  I  should  say  I  cannot  approve  of 
the  course  taken  by  the  Bank  of  England  in  this 
matter.  The  directors  of  that  establishment — 
acting,  I  doubt  not,  with  the  most  conscientious 
desire  to  protect  the  interests  of  the  community, 
— have  not  taken,  in  my  opinion,  the  wisest 
course  to  effect  that  object.  With  a  desire  to 
discourage  the  circulation  of  the  notes  of  joint- 
stock  banks,  they  afford  facilities,  as  I  have  said, 
to  such  as  issue  Bank  of  England  notes.  I  can- 
not think  that  this  mode  of  forcing  issues  is  a 
legitimate  proceeding  on  the  part  of  that  corpo- 
ration, combining,  as  it  evidently  does  combine, 
an  increase  of  the  currency  which  may  not  be 
required,  with  a  temptation  to  the  joint-stock 
banks  thus  supplied  with  its  notes  to  afford  indis- 
creet accommodation. 

Another  practice  to  which  I  may  allude  of 
these  companies,  is  their  making  advances  on 
their  own  shares — a  practice  clearly  liable  to 
abuse,  and  which  might,  if  carried  to  its  possible 
extent,  deprive  the  public  of  the  whole  security 
apparently  afforded  by  a  paid-up  capital.  Some 
of  the  companies  now  in  the  course  of  formation 
propose  in  their  advertisements  to  make  to  their 
shareholders  an  advance  equal  to  two-thirds  of 
what  they  may  pay  on  their  shares. 

The  practice,  again,  of  reserving  shares  on  the 
first  formation  of  a  company,  to  be  issued  subse- 
quently at  a  premium,  has  been  resorted  to  by 
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companies  highly  respectable ;  and  it  was,  in- 
deed, hardly  to  be  expected  that  any  companies 
should  hesitate  to  avail  themselves  of  a  profit 
so  easy,  and  which  the  Legislature  had  taken 
no  steps  to  discourage.  It  is,  however,  in  my 
opinion,  a  source  of  profit  inadmissible  under 
a  sound  system  —  opening  the  door  to  delu- 
sion, and  leading  to  the  concoction  of  schemes 
having  no  other  object  than  jobbing  and  specu- 
lation in  shares.  I  am  quite  persuaded,  as  I 
have  before  observed,  that  the  banks  included  in 
the  return  now  on  our  table  were  established 
with  no  such  object — they  may  have,  in  some 
instances,  availed  themselves  of  the  advantage 
thus  presenting  itself ;  but  I  am  satisfied  no  other 
profit  was  originally  contemplated  than  such  as 
might  be  legitimately  derived  from  the  business 
in  which  they  were  about  to  embark.  But  it 
would  be  mere  credulity  to  suppose  that  of  the 
banks  which  are  now  springing  up  in  such 
profusion,  all  have  been  concocted  without  refer- 
ence to  profits,  so  much  more  easy  to  secure  than 
those  arising  from  real  business  properly  con- 
ducted. 

I  ought  not  to  omit  to  mention,  that  some  of 
the  existing  joint-stock  banking  companies  (and 
among  them  the  most  respectable,  too)  have 
availed  themselves  to  an  extent  which  I  consider 
highly  inexpedient,  of  the  permission  of  the 
Legislature,  to  establish  branches.      Some  have 
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from    forty  to  fifty  branches, — the  most  remote 
from  the  centre  being  100  or  200  miles  apart. 

Now,  Sir,  having  stated  what  I  conceive  to  be 
the  defects  in  the  laws  by  which  joint-stock 
banking  is  regulated,  and  adverted  to  the  evidence 
which  existing  circumstances  afford  of  the  evil 
consequences  flowing  from  those  defects,  it  is  my 
duty  to  point  out  how  those  defects  may  be 
remedied.  Assuredly,  Sir,  if  I  had  believed  with 
some  persons  that  the  inconveniences  and  perils 
which  I  have  pointed  out  in  our  present  system 
of  joint-stock  banking  were  so  inherent  in  the 
very  nature  of  that  system  that  they  could  by 
no  legislative  interference  be  separated  from  it, 
I  should  not  have  been  justified  in  bringing  this 
matter  under  the  notice  of  Parliament;  but  I 
entertain  no  such  belief.  I  am  convinced  that 
the  defects  in  our  present  system  are  capable  of 
remedy ;  and  I  shall,  therefore,  in  conclusion, 
state  briefly  the  nature  of  the  remedy  I  would 
recommend.  It  consists  mainly  in  the  adoption 
of  three  great  principles — limited  liability,  paid- 
up  capital,  and  perfect  publicity.  Of  these  three, 
I  have  no  hesitation  in  saying  that  I  most  rely  on 
the  first,  without  which,  indeed,  the  two  latter 
will  be  comparatively  of  little  value.  By  per- 
mitting only  joint-stock  banks,  with  limited 
liability,  I  would  crush  at  once  the  spurious 
credit  at  present  enjoyed  by  these  establishments 
from  the  responsibility   of  the  individual  share- 
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holders,  and  reduce  the  credit  to  be  obtained  by 
a  joint-stock  bank  within  its  legitimate  bounds, — 
namely,  to  the  exact  extent  of  its  paid-up  capital 
and  available  money  resources.  It  is  impossible, 
in  my  opinion,  that  this  House  or  the  public  can 
be  too  deeply  impressed  with  the  importance  of 
this  principle.  The  collection  and  distribution  of 
moneyed  capital  is  the  only  legitimate  object  of 
banking.  The  money  actually  possessed  by  a 
bank,  or  held  by  it  on  deposit,  is  the  only  sure 
and  safe  basis  on  which  its  engagements  and  the 
extent  of  the  accommodation  it  should  afford, 
can  be  calculated.  All  credit  beyond  this  is 
spurious  and  unsafe.  The  credit  of  each  of  the 
shareholders  of  these  banks  is  already  tasked, 
probably,  to  its  full  and  legitimate  extent  in  his 
individual  capacity ;  to  permit  it  to  operate  again 
in  the  aggregate  is  a  cruel  permission  to  the  in- 
dividual, and  most  injurious  to  the  public.  To 
encourage  the  intervention  in  the  monetary  system 
of  the  country  of  a  circulating  credit  grounded 
upon  the  supposed  aggregate  fortunes  of  the  share- 
holders, is  to  attempt  to  coin  into  money  the 
lands,  the  houses,  the  factories,  the  fixed  capital 
of  the  country.  It  is  to  fall  again  into  the  famous 
error  of  Law's  Mississipi  scheme ;  and  whatever 
form  the  credit  thus  created  may  assume — whe- 
ther of  bill  circulation,  cash  credit,  or  issue  of 
notes  most  certain  it  is,  if  there  be  truth  in 
reasoning  or  experience,  that  the  credit  so  created 
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is  altogether  hollow  and  illusory,  and  must  sooner 
or  later  issue  in  deep  distress  to  the  individuals 
concerned,  and  great  calamities  to  the  community. 
By  the  permission  to  establish  banks  of  limited 
liability,  also,  we  should  acquire  the  most  im- 
portant of  all  securities  for  the  good  conduct 
of  such  establishments, — namely,  a  certainty  that 
the  most  respectable  persons  in  the  community 
would  become  partners  in  them.  Once  remove 
the  well-founded  alarm  which  the  being  engaged 
in  indefinite  responsibility  inspires,  and  you  would 
have  spring  up  in  every  part  of  the  kingdom 
banking  companies,  comprehending  in  their  pro- 
prietary all  the  wealth  and  intelligence  of  the 
district,  conducted  on  sound  principles,  because 
the  shareholders  would  be  well  contented  with 
moderate  profits  (the  very  key-stone  of  sound  bank- 
ing), when  to  be  obtained  with  security.  I  would 
grant  such  charters,  however,  only  on  the  two 
conditions — first,  of  the  whole  capital  of  the  bank 
being  paid  up  ;  and  secondly,  of  entire  publicity. 
From  these  provisions  many  important  advantages 
would  flow. — They  would  effectually  put  an 
end  to  any  getting  up  of  these  companies  as  mere 
bubbles  for  the  purposes  of  speculation.  There 
could  be  no  holding  back  of  shares  subsequently 
to  be  issued  at  a  premium; — no  fictitious  profits 
to  be  created  out  of  those  very  premiums  ;  and  as 
a  real  outlay  would  be  required,  no  banks  set  on 
foot  by  persons  without  substance.     The  publi- 
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city  that  I  would  require,  moreover,  should  be 
real,  searching,  and  effective — making  clear  to  the 
apprehension  of  all  men  the  circumstances  of  the 
bank,  both  as  to  its  assets  and  liabilities.  Such 
publicity,  so  far  from  being  injurious,  would  be 
in  a  high  degree  beneficial  to  sound  and  well- 
conducted  banking  establishments,  and  we  should 
permit  no  other.  On  this  head  the  House  will 
permit  me  to  read  .an  extract  from  a  letter  from 
the  manager  of  one  of  the  existing  joint-stock 
companies. 

On  first  establishing  this  concern,  the  directors  came  to 
their  vocation  with  all  the  bias  respecting  the  absolute  neces- 
sity of  secrecy,  which  prevails  in  private  banks  ;  — a  gradual 
change  has,  however,  arisen  in  the  minds  of  the  directors,  as 
they  have  watched  the  progress  of  the  joint-stock  banking 
system.  Seeing  the  great  additional  security  which  it  would 
afFord  for  good  management,  the  necessity  under  which  it 
would  lay  weak  banks  to  call  up  more  capital,  and  the  con- 
fidence which  the  public  would  derive  from  an  actual  know- 
ledge of  the  state  of  their  affairs,  we  should  now  feel  little 
objection  to  giving  the  greatest  publicity  to  the  state  of  our 
issues,  liabilities,  and  assets,  provided  such  publication  were 
generally  required. 

Into  the  detail  of  the  regulations  by  which  I 
would  propose  to  work  out  these  great  principles, 
I  will  not  now  enter — they  will  be  proper  matter 
for  consideration  in  the  committee  which  I  shall 
propose  to  the  House  to  appoint.  I  am  well 
aware  that  many  schemes  have  been  proposed  for 
rendering  joint-stock  banking  safe,  which  do  not 
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involve  an  admission  of  the  three  great  principles 
I  have  stated  as  essential;  but  valid  objections 
may,  in  my  opinion,  be  raised  against  all  those 
schemes,  and  it  is  still  less  necessary,  there- 
fore, that  I  should  occupy  the  time  of  the  House 
in  discussing  them.  The  application  of  these 
principles  involves,  in  my  opinion,  all  within  the 
power  of  legislation  to  effect  towards  the  establish- 
ment of  a  sound  system  of  banking;  but  I  also 
think  that  those  principles,  if  judiciously  applied, 
will  be  effectual  for  the  accomplishment  of  that 
object,  and  I  have  yet  to  hear  one  valid  argument 
against  the  so  applying  them. 

To  the  adoption  of  these  principles,  all  expe- 
rience points.  The  Bank  of  England  presents  an 
example  of  stability  which  has  never  been  doubted ; 
but  it  has  had  limited  liability  and  large  paid-up 
capital.  Can  any  one  doubt  but  that,  if  publicity 
had  been  enforced  on  it,  great  errors  would  have 
been  avoided,  and  great  calamities  spared  to  the 
country  ? 

Scotland,  I  know,  may  be  quoted  as  furnishing 
an  exception  to  the  rule  I  would  establish ;  but  I 
believe  it  might  be  shown,  by  a  reference  to  the 
history  of  Scotch  banking,  that  that  exception  is 
more  in  appearance  than  reality,  and  that  peculiar 
circumstances  in  Scotland  have  caused  the  banks 
of  that  country  to  fall  in  one  important  particular, 
— namely,  paid-up  capital, — within   the  rides  I 
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would  lay  down.  It  should  not  be  forgotten, 
moreover,  that  the  three  Scotch  banks,  which  pre- 
ceded, by  many  years,  the  establishment  of  the 
others,  and  gave  the  tone  to  public  opinion  on  the 
subject  of  banking,  namely,  the  Bank  of  Scotland, 
the  Royal  Bank  of  Scotland,  and  the  British 
Linen  Company,  were  chartered  banks  of  limited 
liability,  and  large  paid-up  capital. 

In  the  United  States  of  America  the  same 
conclusion  has  been  come  to  by  a  people,  than 
whom  none  exists  more  intelligent,  more  saga- 
cious, more  practically  wise,  or  more  capable  of 
drawing  useful  lessons  from  experience.  In  the 
United  States,  the  trade  of  banking  has  never, 
with,  I  believe,  but  one  instance  of  exception, 
been  carried  on  by  individuals,  or  firms  of  a  small 
number  of  partners ;  it  has  always  been  in  the 
hands  of  joint-stock  or  incorporated  companies. 
The  people  of  that  country  have,  therefore,  ex- 
tensive, and,  in  but  too  many  instances,  calamitous 
experience  of  the  working  of  a  system  yet  in  its 
infancy  with  us.  The  result  of  that  experience 
is  the  adoption,  almost  universally,  of  the  prin- 
ciples I  have  laid  down — . namely,  limited  liability, 
paid-up  capital,  and  perfect  publicity  *.    In  1833, 

*  I  ought  not  to  have  said  perfect  publicity.  It  is  perfect 
in  one  sense,  viz.  that  very  full  and  explicit  statements  of  the 
assets  and  liabilities  of  banking  companies  are  required  to  be 
sent  to  the  executive  government.     But  I  do  not  believe  that 
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the  president  determined  to  withdraw  the  govern- 
ment balances  from  the  Bank  of  the  United  States, 
and  deposit  them  in  banks  in  the  several  states. 
For  this  purpose,  twenty-three  banks  in  different 
parts  of  the  Union  were  selected.  Of  course  the 
banks  selected  were  among  the  first,  in  point  of 
character  and  solidity.  The  charters  of  all  were 
laid  before  Congress.  I  have  looked  carefully 
through  those  charters,  and  can  assure  the  House 
that,  with  some  slight  and  doubtful  modifications 
in  one  or  two,  as  to  the  liability  of  shareholders, 
they  embody  those  principles.  Several  of  the 
leading  States  of  the  Union — Pennsylvania,  New 
York,  and  Massachusetts,  have  enacted  general 
laws  for  the  regulation  of  banking.  Those  laws 
are  pervaded  by  the  same  principles.  Many 
other  and  stringent  regulations  are  laid  down 
for  the  government  of  banks,  which  an  experience 
of  the  calamities  flowing  from  malversation  in 
such  establishments,  has  led  the  people  of  the 
United  States  to  adopt ;  but  in  no  laws  that  I 
have  seen,  are  the  principles  of  limited  liability, 
paid-up  capital,  and  publicity,  in  the  main  de- 
parted from.  The  House  will,  I  am  sure, — 
feeling  how   important   is    the   lesson  we    may 

the  accounts  so  sent  are  made  public  as  a  matter  of  course, — 
they  are  laid,  when  required,  before  the  legislative  bodies  in 
the  several  states,  but  not  published  otherwise.  In  this  par- 
ticular, the  American  system  is  incomplete. 
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derive  from  the  experience  of  our  trans-Atlantic 
brethren— pardon  me  for  referring  especially  to 
one  general  act  passed  in  America  on  this  subject. 
The  House  is  no  doubt  aware  that  all  legislation 
in  the  United  States,  except  on  certain  specific 
subjects,  falls  within  the  province  of  the  State 
Legislatures.  It  is  also,  I  doubt  not,  aware  that 
the  district  of  Columbia,  in  which  Washington 
is  situated,  is  under  the  direct  control  of  Con- 
gress ;  any  laws  consequently  for  the  government 
of  that  district,  may  be  considered  as  emanating 
from  the  collective  opinion  of  the  whole  Union. 
In  1817,  a  law  was  passed  by  Congress,  for  the 
regulation  of  banking  in  Columbia.  What  were 
the  provisions  of  that  law  ?  At  that  time  there 
were  in  that  district  joint-stock  banks;  the  Act 
constituted  them  all  corporations,  on  compliance 
with  certain  conditions,  the  most  important  of 
which  were,  that  their  whole  capital  should  be 
paid  up  before  the  1st  of  January,  1819,  and 
that  they  should,  every  year,  lay  a  complete 
statement  of  their  affairs  before  the  Secretary  of 
the  Treasury ;  it  further  prohibited,  by  heavy 
penalties,  all  other  parties  from  carrying  on  the 
trade  of  banking. 

To  the  example  of  America,  I  may  add  the 
authority  of  some  of  those  statesmen  among  our- 
selves, most  worthy  to  be  listened  to  on  such 
subjects  in  favour  of  limited  liability.     In  a  (lis- 
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cussion  in  the  House  of  Lords  on  the  Bank 
Charter  Amendment  Bill,  on  the  17th  of  Feb- 
ruary, 1826,  Lord  Liverpool  said: — 

"  The  measure  he  had  to  propose  was  but  a  half-measure  ; 
and  why  was  it  so  ?  Because  they  had  the  chartered  rights 
of  the  Bank  of  England  to  contend  with.  This  was  an  ob- 
stacle to  their  going  further  at  present;  they  ought  to  go 
further  whenever  they  could.  The  Bank  had  consented  to 
allow  the  restriction  as  to  the  number  of  partners  in  country 
banks  to  be  removed,  and  so  far  one  difficulty  was  removed." 

In  a  discussion  on  the  same  Bill  in  the  Com- 
mons, the  10th  of  February  of  that  year,  Mr. 
Baring  said : — 

**  If  persons  had  been  allowed  to  combine  on  condition  of 
depositing  their  capital,  and  of  their  limiting  their  responsi- 
bility to  that  capital,  plenty  of  individuals  would  have  been 
found  ready  to  engage  in  such  associations.  Landed  gentle- 
men would  put  down  their  5000/.,  10,000/.,  or  20,000/.,  as 
might  be  convenient,  and  banks  would  then  be  formed  all 
over  the  country,  on  the  best  principles  ;  solid  establishments 
would  be  created,  with  which  prudent  men,  with  families, 
would  be  very  willing  to  connect  themselves." 

In  the  same  debate,  Mr.  Huskisson  said  : — 

"  He  allowed  it  would  be  a  great  improvement  if,  under  a 
proper  system,  charter  banks  were  established,  with  only  a 
limited  liability.  It  would,  no  doubt,  induce  many  persons 
of  great  credit  and  fortune  to  invest  their  money  in  shares 
of  such  banks.  But  the  bank  objected  to  the  extension  of 
this  limited  liability." 

I  have  only  further  to  state  why  I  determined, 
in  bringing  under  the  consideration  of  the  House 
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the  propriety  of  an  alteration  of  the  existing  law, 
to  move  for  the  appointment  of  a  select  com- 
mittee, rather  than  for  leave  to  bring  in  a  bill  for 
that  purpose.  I  was,  Sir,  in  the  first  place,  in- 
duced by  the  belief,  that,  by  a  select  committee, 
important  evidence  might  be  collected,  and  placed 
on  record,  illustrating  the  defects  in  our  present 
system.  I  was  yet  more  strongly  induced,  I 
can  assure  the  House,  by  an  unaffected  anxiety 
to  have  the  assistance  of  a  committee,  in  devis- 
ing a  measure  on  a  subject  of  such  vast  import- 
ance, and  with  respect  to  which,  although  it  has 
long  occupied  my  laborious  consideration,  I 
could  not  but  be  conscious  I  might  have  failed 
to  advert  to  many  important  considerations.  The 
opinion  that  some  alteration  of  the  law  is  ne- 
cessary, if  I  may  judge  from  the  communications 
I  have  received,  is  all  but  universal ;  but  opinion, 
both  without  and  perhaps  within  these  walls,  is 
much  divided,  as  to  what  may  be  the  most  ex- 
pedient alteration.  The  labours  of  a  committee 
may  usefully  guide  us  in  a  path  yet  new  to  us 
in  legislation. 

I  have  now,  Sir,  only  to  thank  the  House  for 
its  indulgence.  I  regret  that  I  should  at  such 
length  have  trespassed  on  its  attention ;  and  yet, 
those  who  are  conversant  with  the  subject  will 
be  aware,  how  much  for  the  sake  of  brevity  I 
have  omitted.     I  have,  however,  I   hope,  stated 


45 

enough  to  induce  the  House  to  concur  in  the 
motion  I  now  put  into  your  hands ;  "  That  a 
"  Select  Committee  be  appointed  to  inquire  into 
"  the  operation  of  the  Act  of  7  Geo.  IV.,  c.  46, 
"  permitting  the  establishment  of  joint-stock 
"  banks,  under  certain  restrictions  ; — and  whether 
"  it  be  expedient  to  make  any  and  what  altera- 
"  tions  in  the  provisions  of  that  Act." 
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To   enable  us   to  estimate  correctly  the  com- 
parative merits  of  different  systems   of  banking, 
we  must,  in  the  first   place,  clearly  define  the 
object  which  we  propose  to  attain.     That  object 
should  undoubtedly  be,  to  discover  what  are  the 
principles  on  which  a  system  of  banking  must  be 
founded,  to  be  in  the  least  conceivable  hazard  of 
derangement  from  the  inevitable  fluctuations  of 
foreign  and  domestic  trade ;  in  other  words,  how 
should  banks  be  constituted  so  as  best  to  guard 
against   the   risk   of  stopping    payment?      The 
ultimate  solvency  of  a  bank  should  be  considered 
as  a  matter  comparatively  of  no  moment.    I  stated 
in  the   House  the  grounds  for  this  conclusion, 
and    need   not   now    repeat   them ;     but,    in   no 
discussion   on  the  respective  merits  of  different 
systems    should    the    important    distinction    to 
which   I  then  adverted  between  immediate  and 
ultimate    solvency    be   for    a  moment   forgotten. 
To  a  want  of  attention  to  this  distinction  may  be 
traced,  I  think,  many  of  the  prevalent  theoretical 
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errors  on  this  subject,  whilst  any  legislation 
would  be  incomplete,  and  pregnant  with  danger 
in  which  it  should  be  practically  overlooked. 
We  want  to  promote  the  formation  of  banks 
which  shall  not  only  be  ultimately  solvent,  but 
shall  be  always  perfectly  ready,  or,  at  least,  in  a 
state  of  the  greatest  possible  preparation,  to  meet 
the  demands  to  which  they  may,  at  any  moment, 
be  exposed.  The  excellence,  therefore,  of  any 
system,  must  depend  upon  the  degree  in  which 
it  tends  to  produce  this  result*. 

What  is  banking  ?  By  what  means  does  it 
benefit  the  community,  and  whence  do  its  profits 
as  a  trade  arise  ?  The  functions  of  the  banker  are, 
as  I  have  said  elsewhere,  the  collection  and 
distribution  of  moneyed  capital ;  he  is  the  agent 
by  whose  intervention  capital  on  the  one  hand, 

*  By  the  creation  of  such  a  system,  we  shall  have  gone  far 
also  to  obviate  an  evil,  attendant  on  banking  operations, 
scarcely  of  less  magnitude  as  regards  the  community  than 
instability,  although  its  prevention  cannot  be  the  direct  object 
of  legislative  interference,  and  does  not  fall  legitimately, 
therefore,  within  the  scope  of  the  present  inquiry.  I  mean 
the  variations  from  one  period  to  another  in  the  amount  of 
banking  accommodation.  One  of  the  essential  elements 
of  stability,  however  attained,  we  may  rest  assured  must 
always  be,  the  prudence,  which  by  restraining  an  indiscreet  ex- 
tension of  accommodation  in  times  of  commercial  excitement, 
will  render  unnecessary  that  contraction  which  so  greatly 
aggravates  the  distress  of  times  of  commercial  re-action  and 
difficulty. 
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and  industry  and  skill  on  the  other,  are  brought 
in  contact.  By  a  sound  and  completely  or- 
ganized system  of  banking,  the  whole  resources 
of  the  community  may  be  the  most  advantageously 
developed,  inasmuch,  as  not  the  smallest  portion 
of  capital  need  to  be  inert, — nor  any  useful 
enterprise  languish  for  the  want  of  funds. 

The  profits  of  banking  are  derived  from  the 
interest  on  such  portion  of  the  funds  entrusted 
to  the  care  of  a  bank,  as  it  is  not  necessary  to 
keep  in  cash  to  meet  the  demands  of  the  de- 
positors;— the  profit  to  be  derived  from  the  issue 
of  notes  forms  no  part  of  the  legitimate  business 
of  banking  properly  so  called,  and  may  or  may 
not  be  conjoined  with  it.  I  abstain  from  entering 
into  any  of  the  details  of  banking  operations  ;  the 
above  are  the  elements  of  which  the  business  of 
banking  is  composed,  and  from  the  working  of 
which,  however  modified  by  circumstances,  its 
use  to  the  public,  and  profit  to  the  conductors,  are 
derived. 

Now,  it  is  obvious,  at  the  first  glance,  that  a 
business  of  this  nature  is  one  very  simple  to 
conduct,  requiring,  in  its  usual  routine,  no  capital, 
and  yielding  a  large  profit  with  small  exertion ; 
but  that  it  is,  at  the  same  time,  open  beyond 
most  others  to  overwhelming  dangers.  In  ordi- 
nary times,  a  very  small  rest,  as  it  is  called,  is 
required, — a  very  small  portion,  that  is  of  the 
money  deposited  in  a  banker's  hands,  need  be  kept 
in  cash  to  meet  the  demands  of  his  customers ; 
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nine-tenths,  or  nineteen-twentieths  may  be  so 
employed  as  to  produce  a  return  of  interest. 
But  this  state  of  affairs  may  change  in  a  week 
or  a  day ;  and  from  peculiar  or  local  causes, 
or  from  general  pressure  on  the  money  market,  a 
very  large  proportion  of  those  who  have  deposited 
funds  in  his  hands  may  demand  that  which  is 
due  to  them.  How  should  a  business  be  con- 
ducted exposed  to  such  tremendous  changes  in 
the  very  elements  out  of  which  it  is  created  ?  If 
a  banker  determine  to  keep  a  considerable  portion 
of  the  funds  entrusted  to  him  unemployed,  and 
only  to  use  the  remainder  so  that  they  shall  be 
available  at  immediate  notice,  he  may  be  secure, 
but  he  will  scarcely  make  a  profit ;  if,  on  the 
other  hand,  he  fall  into  the  far  more  common 
error,  of  employing  too  large  a  portion  of  his 
deposits, — if  lulled  into  a  fatal  security  by  the 
routine  of  prosperous  times,  he  place  the  money 
so  employed  beyond  his  reach,  a  moment's 
reflection  shows  that  he  is  engaged  in  the 
most  hazardous  of  all  trades, — and  that,  sooner 
or  later,  a  period  will  arrive  when  he  will  be 
unable  to  meet  his  engagements.  To  keep  in 
hand  such  a  proportion  of  his  deposits  as 
would  be  necessary  in  times  of  distress  and 
alarm,  would  be  at  once  to  abandon  all  hopes  of 
profit ;  to  invest  all  not  required  in  prosperous 
times  is  manifestly  unsafe  ;  for  it  is  of  the  very 
essence  of  even  the  best  conducted  banking  that  a 
great  proportion  of  the  investments  should  be  of 
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a  kind  which  cannot  be  at  a  moment's  notice 
converted  into  cash.  A  banker  must  discount 
bills,  or  he  must  make  cash  advances, — have 
overdrawn  accounts,  that  is,  with  or  without 
security.  Now,  supposing  the  whole  of  the 
money  entrusted  to  his  care  to  be  all,  except  the 
small  sum  necessary  to  meet  the  daily  demands 
of  his  customers,  invested  in  these  two  modes, 
how  is  he  to  meet  large  calls,  if  times  of 
commercial  difficulty  should  arise  ?  With  regard 
to  the  money  engaged  in  discounting  bills,  it 
may  be  said,  by  re-discounting  those  bills. 
I  confess  that  this  appears  to  me  a  somewhat 
hazardous  resource  in  times  of  pressure  on  the 
money  market,  and  it  is  only  at  such  periods 
that  he  would  be  exposed  to  such  calls*.  But, 
how  is   he  to   regain   possession    of  the  money 

*  Mr.  Samuel  Gurney,  an  eminent  bill  broker,  stated  to 
the  Committee,  that,  in  his  opinion,  good  bills  could,  at  all 
times,  and  under  any  circumstances,  be  discounted  in  the 
London  market.  Mr.  Vincent  Stuckey  on  the  other  hand, 
a  country  banker,  of  long  experience,  said,  that  he  should 
not  consider  bills  a  certainly-available  resource  at  times  of 
pressure  on  the  money  market ;  and  that,  in  his  opinion,  no 
bank  was  safe  without  a  reserve  of  stock  or  exchequer  bills. 
This  latter  doctrine,  I  confess,  seems  to  me  consistent  with 
common  sense.  One  can  conceive  a  state  of  the  public  mind 
in  which  distrust  should  more  or  less  extend  to  all  persons 
engaged  in  commercial  pursuits,  but  which  should  yet  stop 
very  far  short  of  any  doubt  of  the  state  making  good  its 
engagements. 
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advanced,  not  on  bills,  but  to  his  customers,  on 
overdrawn  accounts  ?  No  banker  could  carry  on 
business  who  should  not  make  such  advances ; 
the  most  prudent  private  bankers  have  always 
made  such;  and,  I  trust,  I  am  not  availing 
myself  improperly  of  my  knowledge  as  a  member 
of  the  committee,  in  stating  that  this  practice 
has  been  extensively  followed  by  the  joint-stock 
banks.  I  say  so  with  the  less  hesitation,  as  it  is 
by  no  means  a  practice  worthy  of  blame  \  on  the 
contrary,  there  is  no  branch  of  banking  business, 
supposing  the  money  to  be  prudently  advanced, 
with  a  perfect  knowledge  of  the  parties,  and 
for  legitimate  objects,  more  profitable  to  a  bank, 
or  more  advantageous  to  the  community.  But 
it  is  quite  clear,  that  debts  of  such  a  nature 
could  not  be  looked  to  as  an  immediate  resource, 
and  equally  clear,  that  a  bank,  having  a  consider- 
able portion  of  its  funds  so  engaged,  might  stop 
payment,  notwithstanding  that  all  its  advances  of 
this  kind  had  been  made  to  solvent  parties,  who 
should  ultimately  repay  every  shilling  they  had 
borrowed. 

How  then  may  banking  be  conducted  so  as  on 
the  one  hand  to  be  secure,  on  the  other  to  be 
advantageous  to  the  community  and  profitable  to 
those  engaged  in  it  ?  Clearly  by  the  expedient 
of  having  always  at  command  funds,  not  the 
property  of  the  depositors,  but  of  the  banker, 
upon   which  there  are  no  claims,  and  with  which 
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he  may  supply  the  place  of  those  funds  entrusted 
to  him  which  are  beyond  his  immediate  controul. 
With  prudence,  the  necessity  for  having  recourse 
to  such  funds  will  seldom  occur,  but  there  is  no 
degree  of  prudence  which  can  render  unnecessary 
the  power  of  applying  to  such  a  source,  and  it 
may  I  think  be  stated  as  an  unanswerable  propo- 
sition, that  no  system  devoid  of  such  security  can 
be  permanently  sound,  and,  to  the  full  extent  of 
which  banking  is  susceptible,  useful  to  the  com- 
munity. 

Of    what    nature   should    be    this    security? 
I   have   said   elsewhere,   and   I   repeat,   paid-up 
capital.      Those   who  think  with  the  Reviewer, 
would  probably  say  that  a  sufficient  security  for 
the  requisite  funds  being  forthcoming  is  to  be 
found  in  the  unlimited  liability  of  the  partners, 
who  would  always  feel  it  incumbent  on  them  to 
supply  any  occasional  want  of  money.    I  wholly 
disbelieve  in  the  validity  of  any  such  security. — I 
stated  in  the  House,  generally,  the  grounds  on 
which  I  believe  that  a  call  on  the  shareholders  of 
a  joint-stock  bank  would  not  prove  an  available 
resource  in  time  of  difficulty,  but  the  point  is  so 
important,  that  I  may  be  pardoned  for  adding  to 
what  I  then  stated,  a  few  observations  suggested 
by  the  evidence  on  this  head  given  to  the  Com- 
mittee. 

In  almost  all  cases,  by  the  deeds  of  settlement 
a  notice  of  considerable  length,  frequently  three 
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months,  is  required  of  a  call  for  a  fresh  instalment 
from  the  shareholders  of  joint-stock  banks,  and 
there  would  certainly  seem  to  be  sufficient  reason 
for  giving  ample  notice  of  a  call  for  money  to  be 
made  generally,  and,  of  course,  enforced  by 
penalties  of  some  kind,  on  each  member  of  a 
large  proprietary.  A  very  usual  penalty  for  non- 
payment of  instalments,  is  a  forfeiture  of  the 
shares  with  all  previous  payments  on  them.  To 
be  of  avail  in  times  of  difficulty,  there  should  be 
a  power  of  calling  for  an  instalment  at  some  very 
short  notice — a  week,  perhaps,  or  even  less ; 
but,  it  is  scarcely  possible  to  suppose  that  any 
company  would  consent  to  confer  such  a  power 
on  the  directors,  a  power  which  would  pro- 
bably procure,  for  the  benefit  of  a  few  wealthy 
shareholders,  the  forfeiture  of  three-fourths  of 
the  shares  of  the  bank.  The  practical  diffi- 
culty would  seem  to  be  almost  insuperable  of 
reposing  in  the  managing  body  of  a  joint-stock 
bank,  a  power  of  making  calls  sufficiently  peremp- 
tory to  be  available  on  an  emergency,  and  yet 
guarded  by  such  provisions  and  limitations  as 
would  secure  it  from  abuse.  Even  were  this 
difficulty  removed,  or  overlooked,  it  is  not  easy  to 
see  by  what  process  money  could  be  extracted 
from  the  purse  of  a  recusant  shareholder; — an 
immediate  supply  of  cash  could  scarcely  be  hoped 
for  from  the  forfeiture  of  his  shares,  and  still 
less    from  a   suit   at  law.     But  again  in  many 
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instances    the    shareholders   of  these   banks 
also  customers, — they  consist  of   course  of 
classes,  those  who  have  money  in  charge  ol 
bank,  and  those  who  have  received  advances  : 
the  bank,  from  which  class  it  may  be  asked  c 
assistance  be  expected  ?     Those  who  had  m 
in  the  bank  would  reply  to  the  call  by  a  die 
on  their  accounts ;  the  immediate  cash  reso'. 
even  of  the  wealthy  consist  of  the  money  i\ 
hands  of  their  bankers;  it  is  not  probable  that 
persons,  in  addition  to  leaving  their  balances  oi 
untouched,  would  bring  into  the  concern  n 
drawn,  perhaps  at  a  considerable  sacrifice, 
other  sources.     From  those  who  had  overc1 
accounts,    it   is    scarcely  necessary   to   say 
prompt  obedience  to  a  call  could  not  be  exp 
As  a  provision  therefore  against  sudden  den 
as  a  means  of  affording  an  immediate  supr. 
funds  in  times  of  commercial  difficulty, — ca1 
the  shareholders  cannot  be  looked  to, — pi 
capital  is  the  only  available  resource. 

I  have  been  induced  to  give  an  ampler  ( 
nation  of  my  views  in  relation  to  this  brai 
the  inquiry,  than  I  might  otherwise  have  tl 
necessary,  as  I  have  been  asked  by  friends 
judgment  I  greatly  respect,  why  I  recomri 
a  paid-up  capital,  which  in  a  busine 
ordinarily  requiring  capital,  could  only  pr 
incumbrance  ?  The  foregoing  consideratio 
show,  I  trust;  that  I  do  not  make  the  reed 
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elation  on  light  grounds.  The  paid  -  up  capital 
should  never,  or  at  least  very  sparingly,  be  used 
for  the  ordinary  business  of  the  bank ;  the 
business  of  a  banker  is  not  to  lend  his  own 
money,  but  the  money  of  other  people.  But 
without  such  resource,  without  an  ample  fund,  so 
placed  as  to  be  forthcoming  at  any  moment,  I 
repeat  my  deliberate  conviction,  that  any  system 
I  of  banking  will  prove  unstable  in  the  hour  of 
trial. 

But  it  may  be  said,  that  a  paid-up  capital  may 
as  well  be  a  part  of  a  system  of  banking  of  un- 
limited, as  of  limited  liability. — It  may, — but  if  we 
subject  every  member  of  a  joint-stock  bank  to  a 
responsibility  to  the  full  extent  of  his  fortune,  it 
is  not  easy  to  see,  on  what  ground  we  should 
interfere  with  the  disposition  of  that  fortune, 
more  than  with  the  fortune  of  a  partner  in  a 
private  bank.  By  requiring  a  paid-up  capital 
from  a  bank  of  limited  liability,  you  merely 
provide  for  those  means  of  meeting  its  engage- 
ments, of  which  you  assume  the  existence  in 
banks  of  unlimited  liability.  —  After  providing 
a  paid-up  capital  for  a  bank  so  constituted, 
it  might  be  not  unreasonably  contended,  you 
have  but  placed  it  in  the  same  position  as  a 
bank  of  unlimited  liability ;  to  call  on  the  part- 
ners of  the  latter  for  any  peculiar  disposition  of 
funds,  not  belonging  to  their  customers,  but  to 
themselves,  would  be  a  fresh  step  in  legislation, 
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and  analogous  to  prescribing  in  what  mode  the 
paid-up  capital  of  a  bank  of  limited  liability  should 
be  invested.  In  return  for  the  privilege  of  limited 
liability,  it  would  be  admitted  on  all  hands,  that 
parliament  might  fairly  make  whatever  conditions 
should  seem  necessary  for  the  public  security ; 
but,  it  may  be  doubted,  whether  it  could  be 
easily  made  apparent  to  the  public,  on  what 
principle,  a  large  banking  co-partnership  should 
be  subjected  to  a  very  onerous  regulation,  from 
which  smaller,  and  as  it  would  be  contended,  less 
trustworthy  co-partnerships  should  be  exempt. — 
The  same  consideration  applies  to  the  publicity  of 
accounts,  to  which  I  shall  shortly  advert.  No 
doubt  it  is  not  only  within  the  competence,  but 
would  be  the  bounden  duty  of  parliament,  to 
enforce  on  joint-stock  banks  of  unlimited  liability 
these  regulations,  leaving  private  banks  wholly 
unrestricted  in  these  or  any  other  particulars,  if 
such  a  step  should  be  necessary ;  but  the  neces- 
sity of  a  distinction  so  striking,  and  apparently 
so  invidious,  should  be  more  manifest,  than,  as 
must  I  think  be  admitted,  it  would  seem  to  be  at 
first  view*. 

*  There  is  an  argument  of  the  Reviewer,  which,  as  con- 
nected in  some  degree  with  this  branch  of  the  subject,  I 
am  tempted  to  notice — although  I  did  not  think  it  worth 
alluding  to  in  the  text.  He  says,  "  if  partnerships  with 
"  limited  responsibilities  are  to  be  introduced  into  the 
"  banking  business,  it  will  be  impossible,  on  any  fair  -prin- 
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But  if  the  difficulty  of  placing  under  laws  so 
widely  different,  banking  firms  differing  only 
in  the  number  of  their  partners,  could  be  got 
over — if  the  grounds  of  the  distinction  could  be 

"  ciple,  to  refuse  allowing  their  introduction  into  all  business 
"  whatever."  In  what  sense  can  the  word  "  fair"  be  here 
used?  It  is  not,  surely,  meant  to  be  inferred  that  the  con- 
ceding limited  liability  to  the  shareholders  of  joint  -  stock 
banks,  would  confer  any  claim  as  of  right  on  the  partners  in 
firms  for  carrying  on  other  trades,  to  demand  a  similar  pri- 
vilege ?  By  what  other  conceivable  "principle"  can  our 
decision  on  such  a  question  be  guided,  than  by  a  reference 
to  the  welfare  of  the  community  ?  If  it  can  be  shown  to  be 
for  the  public  good,  that  the  partners  in  joint-stock  banks 
should  be  subject  only  to  limited  liability,  it  is  "  fair"  and 
just  to  confer  on  them  that  privilege;  if  it  can  be  equally 
shown  that  this  principle  can  be  usefully  applied  in  other 
cases,  its  application  ought  to  be  so  extended.  But  all  ex- 
perience shows  that  the  intervention  of  the  State  in  the  trans- 
actions of  individuals,  should  be  the  exception,  not  the  rule ; — 
a  proved  necessity — as  it  is  the  justification — so  it  should  be 
the  measure  of  the  interference.  The  law  of  England,  and  it 
would  appear  to  be  the  rule  of  common  sense,  is,  that  a  man 
shall  be  answerable  to  the  extent  of  his  means  for  the  debts 
he  may  contract — whether  he  contract  them  singly,  or  con- 
jointly with  others.  There  would  seem  to  be  reason  to 
depart  from  this  rule  in  the  case  of  joint-stock  banks — there 
may  be  equally  good  grounds  for  further  departures  from  it, — 
we  may  do  well  to  assimilate  our  laws  in  this  particular  to 
the  code  of  some  other  commercial  countries,  but  we  cannot 
be  required  so  to  do,  on  any  other  grounds  than  the  good 
of  the  whole  community.  It  is  not  in  the  slightest  degree  a 
question  of  right  between  individuals. 
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made  so  apparent,  that  the  public  would  cheer- 
fully .  acquiesce  in  the  views  of  the   legislature, 
— if  we  were  to  impose  on  joint-stock  banks  of 
unlimited  liability,  the  two  conditions  of  paid  up 
capital  and  publicity  of  accounts,  in  the  fullest 
meaning  of  either  term, — I  am  yet  persuaded  that 
we  should  deprive  ourselves  of  the  two  greatest, 
in  my  opinion — the   only  valid  securities   for    a 
permanently  sound  and  safe  system  of  banking, — 
securities  which  cannot  be  created  by  any  direct 
act  of  the  legislature,  but  which  would  follow  as 
a   consequence   of   conferring  on  the  partners   of 
such     establishments,     the   privilege    of    limited 
liability. 

Those  securities  are — First, That  by  such  enact- 
ment, and  such  alone,  you  will  ensure  in  perpe- 
tuity, for  joint-stock  banks,  proprietaries  of  high 
character  and  respectability  ;  and, 

Secondly,  You  will  limit  the  credit  enjoyed  by 
such  establishments  to  that  precise  extent  com- 
mensurate with  their  really  available  resources, 
and  the  discretion  with  which  those  resources  are 
managed. 

On  both  points  T  am  at  issue  with  the  Reviewer. 
With  respect  to  the  first,  he  says,  "  If  there  were 
"  any  disinclination — any  backwardness  on  the 
"  part  of  individuals  to  engage  in  joint-stock 
"  associations  of  unlimited  liability,  something 
"  might  be  found  to  say  in  favour  of  the  scheme 
"  for  its  limitation  ;  but  every  one  knows  there  is 
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"  no  such  disinclination." — "  There  is,  therefore, 
"  no  inconvenience  to  be  obviated  by  an  interfe- 
"  rence  with  the  present  law." — 

"  No  disinclination  on  the  part  of  individuals." 
True  —  but  of  what  class  of  individuals  ?  The 
class  from  which  we  should  or  should  not  wish  to 
select  the  partners  and  managers  of  banks — men 
to  whom  we  should  or  should  not  choose  to 
confide  a  powerful  influence  on  the  monetary 
system,  and  with  it  on  the  prosperity  or 
adversity  of  the  community  ?  That  no  "  disin- 
clination" to  engage  in  joint-stock  banks  exists 
among  precisely  the  persons  one  would  not  select 
for  bankers  is  notorious.  It  is  the  very  feature  of 
the  greatest  danger  in  the  present  state  of  the  law, 
that  by  permitting  persons  of  no  substance  to  sub- 
stitute for  the  money  of  which  they  have  none, — a 
responsibility  which  is  worth  nothing,  you  create 
an  "  inclination"  to  become  bankers,  which  is 
pretty  certain  to  spread  widely, — and  accordingly 
we  have  banks  springing  up  with  quicker  than 
mushroom  growth  over  the  whole  surface  of  the 
country.  But  does  the  Reviewer  really  mean 
to  assert,  that  there  is  no  "  disinclination"  among 
persons  of  wealth,  station,  and  respectability,  to 
engage  in  joint-stock  banks  on  the  present  foot- 
ing? I  can  scarcely  think  so — the  assertion  at 
least  would  be  strangely  at  variance  with  an 
opinion  expressed  but  a  page  or  two  previously 
by  the  author  himself.   He  there — after  alluding  to 
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certain  practices  common  in  many  of  these  asso- 
ciations, and  which  may  be  resorted  to  in  all — 
says — "  It  may  well  excite  astonishment  that  any 
"  one  who  can  really  afford  to  make  a  bond  fide 
"  purchase  of  shares  in  a  bank  should  be  fool- 
"  hardy  enough  to  embark  in  such  concerns*." 
In  this  astonishment  I  participate, — it  is  to  me 
most   surprising,  that  persons   of  real  substance, 
having  no  view  to  obtaining  some  increased  faci- 
lity of  credit  or  advance  of  money  in  their  private 
concerns,  nor  any  other  unavowed  objects  to  gain, 
should, — with  no  greater  temptation  than  deriv- 
ing a  somewhat  larger  return  on  a  given  portion 
of    their    funds,   place    their    whole    fortunes   at 
hazard,  by  joining  such    associations,  with  the 
certainty  before  them,  that  in  case  of  accident, 
precisely  in  proportion  to  a  man's  superiority  in 
wealth  and  station  would  he  enjoy  the  honour  of 
priority  of  attack  on  the  part  of  the  creditors  of 
the  bank.     I  confess  that  there  is  scarcely  any 
amount  of  evidence  which  would  convince  me. 

*  I  would  not  willingly  attempt  to  extract  from  the  words 
in  the  text  a  larger  admission  than  they  fairly  warrant ; 
the  whole  passage  from  which  they  are  taken,  is  given  in  a 
subsequent  page,  and  the  reader  must  judge  from  the  context 
to  what  portion  of  the  existing  joint-stock  banks  the  "  asto- 
nishment that  any  one  should  take  shares,"  was  meant  to 
extend.  The  Reviewer  must  at  least  admit,  that  there  may 
be  a  "  disinclination"  among  wealthy  and  prudent  persons 
to  take  shares  in  joint-stock  banks  commensurate  with  his 
"  astonishment." 
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that  among  such  persons  there  is  no  disinclina- 
tion to  become  partners  in  joint-stock  banks  : — 
whilst  the  question  of  whether  such  persons  seek- 
ing an  opportunity  of  investment  would  not 
prefer  the  shares  of  banks  of  limited  liability  if 
they  had  the  option,  seems  to  me  not  worth 
arguing.  But  we  are  not  left  to  the  inference, 
strong  as  it  is,  to  be  drawn  from  the  conviction 
that  in  this,  as  in  other  cases,  the  wealthy  and 
intelligent  will  be  governed  by  the  commonest 
maxims  of  prudence, — it  is  clear,  from  the  evi- 
dence given  to  the  Committee,  that  there  is  a 
disinclination  in  such  persons  to  join  these 
associations. 

Evidence  of  Vincent  Stuckey,  Esq. 

"  1446.  In  1833,  in  giving  evidence  before  the  bank 
committee,  you  expressed  an  opinion  that  charters  of  limited 
liability  would  tend  to  produce  banks  of  greater  respectability 
and  solidity  ? — 1  did  at  that  period. 

"  1447.  Have  you  seen  any  reason  to  alter  that  opinion  ? 
— No,  I  have  not  seen  any  very  material  reason  ;  and  I  still 
think  it  would  produce  very  respectable  banks.  It  may,  per- 
haps, be  less  necessary  now,  for  I  have  seen  men  of  very  large 
property  since  that  join  banks,  which  was  not  the  case  in  1833. 

"  1448.  Do  you  think  the  fear  which  deterred  persons 
then  from  joining  banks  of  unlimited  liability,  is  very  much 
diminished  ? — I  think  it  is. 

"  1449.  In  so  far  your  reason  for  forming  your  opinion 
is  lessened? — Yes;  banking  was  at  that  time  blown  on,  if  I 
may  use  the  expression  ;  but  that  it  is  not  so  now  ; — a  gentle- 
man has  stated  that  the  shareholders  in  a  joint-stock  bank  in 
the  north  were  worth  very  large  sums  indeed. 
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*'  1450.  Is  it  not  matter  within  your  knowledge,  that 
persons  of  great  wealth  and  respectahility  would  join  joint- 
stock  banks  of  limited  liability,  which  they  would  not  even 
now  join  with  unlimited  liability  ? — That  is  certainly  within 
my  knowledge. 

"  1468.  As  a  man  of  great  experience,  and  having  an 
intimate  knowledge  of  a  very  wealthy  district  of  England — 
do  you  believe  that  many  highly-respectable  persons,  of  large 
property,  would  join  banks  of  limited  liability  who  would  not 
join  the  present  ? — Yes  ;  I  know  that  they  would*" 

S.  Martin,  Esq. 

"  2418.  Do  you  believe  that  respectable  persons  are,  at 
this  moment,  generally  disposed  to  enter  into  joint-stock 
banks  ? — As  far  as  my  observation  goes,  certainly  not." 

General  Austin. 

"  2129.  I  think  unlimited  liability  discourages  a  great 
many  wealthy  persons  from  taking  shares.  A  party  reasons 
with  himself  very  justly — Why  should  I,  who  have  property, 
subject  my  property  to  loss,  on  the  chance  of  the  trifling 
dividends  I  can  obtain  in  a  bank? — If  the  liability  were 
limited,  he  would  not  so  view  it ;  there  would  be  a  better 
class  of  shareholders  *." 

•  I  am  bound  to  admit  that  evidence  of  an  opposite 
tendency  was  given  to  the  Committee ;  although,  in  my 
opinion,  not  of  a  nature  to  shake  the  conclusion  to  be  drawn 
from  the  statements  quoted  in  the  text — especially  when  it  is 
borne  in  mind  that  persons  connected  with  joint-stock  banks 
must,  without  imputing  to  them  the  slightest  wish  to  deceive, 
be  considered  unwilling  witnesses  on  this  point.  A  man 
admits  reluctantly,  even  to  himself,  that  respectable  and 
discreet  persons  may  hesitate  to  join  a  concern  in  which  he 
has  already  embarked.      It  may  be  worthy  of  remark,  that 

E 


66 

So  far  am  I  from  believing  that  there  is  no 
"  disinclination"  among  persons  of  wealth  and 
respectability  to  embark  in  banks  of  unlimited 
liability, — that  I  believe  such  disinclination  to 
exist  already  to  a  very  considerable  extent.  I 
am  well  aware  that  there  are  persons  of  the  very 
highest  respectability,  at  present  members  of 
joint-stock  banks  ;  but  I  greatly  doubt  whether 
there  be  a  disposition  among  such  persons  to  join 
them,  at  all  co-extensive  with  the  recent  increase 
in  the  number  of  such  associations  ;  and  I  believe, 
that  after  one  single  instance  of  disaster,  that  dis- 
position would  cease  altogether. 

If  I  am  right  in  this  view  of  the  subject, — if  I 
am  even  borne  out  in  my  apprehensions  only  to 
this  extent, — that  unlimited  liability  has  a  ten- 
dency to  deter  the  very  class  of  persons  whom 
you  would  wish  to  induce  to  become  partners 
in  banks,  from  engaging  in  them, —  the  ques- 
tion as  to  the  respective  eligibility  of  limited 
or  unlimited  liability  is  at  an  end ;  for  we 
may  rest  assured  that  no  legislative  restrictions 
can  compensate  for  the  want  of  an  intelligent, 

among  the  most  vehement  opponents  of  limited  liability  are 
to  be  found,  if  I  am  not  mistaken,  not  a  few  of  the  parties 
engaged  in  joint-stock  banks;  they  refuse  with  chivalrous 
self-devotion  to  be  released  from  a  responsibility  involving 
their  whole  fortunes.  Would  this  fact,  supposing  the  case  to 
be  so,  increase  or  diminish  the  confidence  of  the  advocates  of 
unlimited  liability  in  the  soundness  of  their  opinions  ? 
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wealthy,  and  respectable  proprietary.  What 
should  we  wish  to  be  the  constitution  of  a  bank  ? 
Proprietors  not  seeking  pecuniary  accommo- 
dation from  the  establishment,  but  holding  the 
shares  as  an  investment ;  a  board  of  manage- 
ment, consisting  of  persons  of  general  intelligence 
and  knowledge  of  affairs, — but  not  themselves 
actively  engaged  in  any  private  business.  Such 
banks,  with  unlimited  liability,  we  shall,  I  fear, 
never  have ;  they  will  be,  at  best,  only  asso- 
ciations of  traders,  seeking  to  obtain,  by  their 
aggregate  responsibility,  an  addition  to  the  credit 
they  could  individually  procure.  The  danger 
of  such  a  state  of  things  I  explained  fully  in 
the  House ;  indeed,  I  do  not  hesitate  to  say, 
that  all  the  inconveniences  of  an  unsound  ex- 
tension of  credit,  and  consequent  overtrading,  are 
more  likely  to  befall  the  community  under  such  a 
law,  than  under  the  law  as  it  stood  prior  to  1826. 
The  partners  of  a  private  bank,  in  deciding  on  an 
application  for  an  advance  of  money,  have  not 
the  difficulties  of  their  decision  enhanced,  nor  the 
disposition  to  refuse  weakened,  by  the  circum- 
stance of  the  applicant  being  a  brother  share- 
holder, or  co-director.  But  to  this  difficulty,  or 
temptation,  the  directors  of  joint-stock  banks  are, 
by  the  very  constitution  of  such  associations,  if 
mainly  composed  of  persons  engaged  in  trade, 
necessarily  exposed,  whilst  that  they  should  feel 
disposed  to  grant  accommodation  with  greater 
boldness  than  private  bankers,  is  what  might  be 
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expected  from  the  circumstances,  and  is  certainly 
consonant  with  the  fact. 

But  secondly,  if  even  this  objection,  viz.  the 
tendency  of  unlimited  liability  to  deter  persons 
of  property  and  respectability  from  engaging  in 
joint-stock  banks,  could  be  obviated,  or  might  be 
safely  overlooked,  you  would  yet  lose  an  advan- 
tage which  I  am  disposed  to  consider  of  equal  or 
of  greater  value,  viz.  the  incessant  watchfulness 
of  the   public   over   the   conduct  and  resources 
of  these  associations.     That  watchfulness  would 
be   stimulated,    in    respect   to  banks    of  limited 
liability,     by     the    knowledge     that    their    sol- 
vency depended  solely  on  the  funds  absolutely  in 
their  possession,  and   the  discretion  with  which 
those  funds  were  administered ; — it  would  operate 
with  effect  from  the  facilities  for  judging  correctly 
on   those   points    which    publicity    of  accounts 
would  afford.     That   such    watchfulness    on  the 
part  of  the   public  would  prove  a  check    more 
efficient  than  any  other  that  could  be  devised  on 
improvidence  or  malversation,  it  seems  to  me  diffi- 
cult to  doubt.     With  the  consciousness  that  the 
state  of  their  affairs  must  be  publicly  known  at 
shortly  recurring  intervals,  and  that  distrust  and 
loss  of  business  would  inevitably  ensue  upon  any 
such  disposition  of  their  funds  as  would  imply  a 
doubt  of  their  capability  to  meet  their  engage- 
ments, it  appears  to  me  scarcely  credible  that  the 
directors  of  a  bank  should    act    with  any   great 
want  of  caution,  or,  that  so  acting,  they  should 
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not  receive  a  warning  timely  enough  to  avert  real 
danger.  They  would  be  subjected,  in  all  their 
dealings,  to  the  same  species  of  scrutiny  to  which 
individuals  are  now  exposed,  who  cannot,  without 
injury  to  their  credit,  enter  into  engagements  sup- 
posed to  be  beyond  their  control,  a  scrutiny  so 
much  the  more  efficient  with  regard  to  these 
associations,  that,  by  the  periodical  publication  of 
statements  of  their  affairs,  the  public  would  have 
an  opportunity  of  estimating  their  solvency  with 
far  greater  accuracy  than  can  by  possibility  be 
obtained  with  respect  to  private  parties. 

How  does  the  Reviewer  meet  the  force  of  the 
above  argument  in  favour  of  limited  liability  ? 
Why,  by  denying  that  the  public  can,  by  any 
contrivance,  be  furnished  with  the  means  of  form- 
ing an  opinion  as  to  the  solvency  of  a  bank, 
inasmuch  as  any  statements  they  might  be 
required  to  put  forth  might  be  so  framed  as  to 
deceive.  In  endeavouring  to  estimate  the  weight 
of  this  objection,  it  will  be  well  to  consider 
it  in  conjunction  with  the  arguments  of  the 
writer  as  to  the  uselessness  of  any  provision 
for  paying  up  capital,  as  he  treats  of  both  pro- 
visions as  concomitants  of  banks  of  limited  liabi- 
lity. He  attaches  no  value  to  either  condition ;  he 
is  of  opinion  that  neither  one  nor  the  other  can 
afford  any  guarantee  for  the  soundness  or  stability 
of  a  banking  system.  Paid-up  capital,  he  says, 
may  be  lost,  and  accounts  may  be  falsified.    But, 
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as  the  validity  of  his  whole  reasoning  against 
limited  liability  rests  mainly  on  these  objections, 
it  is  fair  that  he  should  state  them  in  his  own 
words. 

"  Mr.  Clay  contends,  that,  if  the  responsibility  of  the 
partners  in  a  bank  be  limited  to  the  extent  of  their  shares, 
and  these  shares  be  paid  up,  their  credit  will  be  proportioned 
only  to  this  amount  of  capital,  so  that  their  failure  could 
never  prove  considerably  injurious.  But  this  is  altogether 
fallacious.  Suppose  that  a  bank  commences  business  to-day 
with  a  capital  of  100,000/.,  or  500,000/.,  and  limited  respon- 
sibility, what  security  is  there  that  it  will  be  possessed  of  this 
amount  of  capital  a  twelvemonth,  or  a  couple  of  twelvemonths 
hence  ?  It  conducts  its  business  on  false  principles ;  or, 
having  conducted  it  on  sound  principles,  still  it  incurs  heavy 
losses  :  but  of  these  the  public  can  know  nothing  ;  and  it  is 
all  but  certain  that  the  same  amount  of  credit  will  be  given  to  it 
after  the  whole,  perhaps,  of  its  capital  has  been  dissipated,  that 
was  given  to  it  immediately  after  it  commenced  business  !  So 
that  when  the  imposition  is  discovered,  it  may  have  incurred  a 
vast  amount  of  liabilities,  without  having  a  sixpence  to  meet 
them.  But,  says  Mr.  Clay,  my  check  of  perfect  publicity 
will  apply  in  all  cases  of  this  sort,  and  prevent  the  possibility 
of  their  recurring.  Now,  truly  it  astonishes  us,  that  any  one 
living  in  London,  and  having  any  intercourse  with  practical 
men,  should  have  been  found  to  lay  the  least  stress  on  the 
publication  of  balance  sheets,  or  accounts  of  assets  and  obli- 
gations. They  are  worse  than  worthless,  being  eminently 
calculated  to  deceive  and  mislead.  We  have  access  to  know 
that  individuals,  certainly  the  most  experienced  in  such  mat- 
ters in  the  empire,  have  stated  that  they  could  never  form 
any  just  estimate  of  the  means,  nor  predicate  what  would  be 
the  situation  of  any  bank,  or  other  partnership,  six  months 
hence,  from  the  most  careful  inspection  of  their  books  !    But 
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Mr.  Clay  does  not  propose  that  commissioners  should  be 
appointed  to  control  the  affairs,  or  to  inspect  the  accounts  of 
every  bank  in  the  empire.  Besides,  being  perfectly  useless, 
this  would  be  too  inquisitorial,  too  cumbrous,  and  too  costly 
a  device,  to  be  thought  of  for  a  moment.  How  then,  it  may 
be  asked,  does  Mr.  Clay  intend  to  give  perfection  to  his  pub- 
licity scheme  ?  Why,  by  leaving  it  to  the  honour  of  the  par- 
ties ;  that  is,  by  allowing  each  bank  to  report  as  to  its  own 
credit  and  si  Ivency  !  It  is  difficult  to  suppose  that  Mr.  Clay 
can  be  serious  in  making  such  a  proposal.  We  have  already 
laid  before  the  reader  a  specimen  of  the  sort  of  agency  by 
which  a  joint-stock  bank  may  be  set  on  foot ;  and  we  hardly 
think  that  Mr.  Clay  would  lay  much  stress  on  a  balance  sheet 
produced  under  such  auspices.  The  fact  is,  that  in  all  cases 
in  which  a  disclosure  would  be  really  useful,  Mr.  Clay's 
perfect  publicity  would  be  a  perfect  juggle,  a  means  not  of 
detecting,  but  of  concealing  fraud.  Even  though  the  parties 
were  perfectly  honest,  the  publication  of  a  balance  sheet 
would  be  good  for  nothing.  Every  one  knows  how  sanguine 
people  are  in  relation  to  their  own  affairs,  and  that  debts  and 
obligations,  that  other  parties  would  hardly  reckon  worth  any 
thing,  are  estimated  by  them  as  if  they  were  so  much  bullion. 
But  independently  of  this,  the  futility  of  the  thing  is  obvious. 
A  bank  with  a  capital  of  100,000/.  discounts  bills,  and  other 
obligations,  to  the  amount,  perhaps,  of  .300  000/.  or  400,000/. 
The  fact  that  it  has  discounted  them,  shows  that  it  believes 
these  bills  and  obligations  to  be  good  ;  and  they  will  conse- 
quently be  returned  among  its  assets.  But  should  a  revulsion 
take  place,  or  any  circumstance  occur  to  shake  credit,  these 
bills  may  not  be  worth  100,000/.;  and  those  who,  trusting 
to  the  perfect  '  publicity  scheme,'  have  dealt  with  the  bank  on 
the  hypothesis  of  its  having  a  capital  of  100,000/.,  will  find, 
to  their  cost,  that  it  is  not  possessed  of  a  shilling;  but  that, 
on  the  contrary,  it  is  some  200,000/.  or  300,000/.  worse  than 
nothing !" 
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With  the  argument,  if  such  it  can  be  called, 
by  which  the  first  objection,  viz.  as  to  the  inu- 
tility of  paid-up  capital,  is  supported,  I  confess 
I  hardly  know  how  seriously  to  deal.  "  A  bank, 
"  commencing  business  with  500,000/.  capital  to- 
"  day,  may  be  worth  nothing  a  twelvemonth,  or 
"  a  couple  of  twelvemonths  hence."  This  propo- 
sition is  true,  beyond  the  possibility  of  cavil ;  but 
it  belongs  to  a  class  of  truths  by  which  sane  men 
are  not  usually  in  the  habit  of  regulating  their  con- 
duct. The  very  best  horses  have  been  known  to 
fall,  and  break  the  necks  of  their  riders  ;  yet,  a  man 
having  a  journey  to  perform,  commonly  prefers 
the  good  roadster  to  the  jade.  The  strongest  and 
best  equipped  ships  have  been  known  to  founder ; 
yet,  one  who  is  about  to  cross  the  Atlantic  is 
rarely  found  indifferent  as  to  the  sea-worthiness 
of  the  vessel  in  which  he  is  to  adventure  his  life. 
The  conclusion  to  which  the  argument  directly 
leads  is  this :  of  two  banks,  the  one  of  which 
should  commence  with  a  capital  of  500,000/., 
and  the  other  with  nothing,  the  ability  to  meet 
their  engagements  at  the  end  of  two  years  would 
be  equal.  It  is  difficult  to  believe  that  the  Reviewer 
can  be  "  serious"  in  stating  such  a  proposition. 
State  the  same  proposition  not  in  the  abstract, 
nor  as  applying  to  an  untried  system,  but  to 
every-day  business,  and  to  transactions  with 
which  we  are  familiar,  and  its  real  character  will 
be  immediately  apparent.       Suppose  a  stranger 
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were  to  solicit  a  loan  of  10,000/.  on  the  royal 
exchange  on  his  note  of  hand,  and  to  urge  the 
following  reasons  for  complying  with  his  request: 
"  My  note  is  as  good  as  an  acceptance  of  Baring's, 
"  or  Rothschild's,  or  Smith's,  or  Lloyd's,  or  Coutts'. 
"  It  is  true  I  am  not  worth  a  sixpence ;  and  those 
*'  firms  are  possessed  of  immense  wealth;  but 
"  they  may  conduct  their  business  on  false  prin- 
"  ciples ;  or,  having  conducted  it  on  sound  prin- 
"  ciples,  may  still  incur  heavy  losses ;  so  that 
"  when  their  acceptance  should  come  to  be  paid, 
"  they  may  have  incurred  a  vast  amount  of  lia- 
"  bilities  without  a  sixpence  to  meet  them."  It 
may  be  doubted  whether  the  gravity  of  our  very 
gravest  merchants  would  enable  them  to  give  a 
serious  answer  to  such  an  applicant ;  and  yet  this 
is  precisely,  and  in  every  point,  the  practical 
application  of  the  argument  of  the  Reviewer  as  to 
the  inefficacy  as  a  security,  of  paid-up  capital. 

But  if  the  argument  against  the  utility  of  the  con- 
dition of  paid-up  capital  be  of  so  little  value,  the 
objection  against  requiring  publicity  of  accounts, 
is,  in  my  opinion,  deserving  of  even  less  attention. 
The  Reviewer  expresses  his  astonishment,  "  that 
"  any  one  living  in  London,  and  having  any  inter- 
"  course  with  practical  men,  should  lay  the  least 
"  stress  on  the  publication  of  balance  sheets, 
"  &c."  I,  in  my  turn,  am  not  less  astonished  to 
hear  that  "  individuals,  the  most  experienced  in 
"  such  matters  in  the  empire,  have  stated  that 
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"  they  could  never  form  any  just  estimate  of  the 
"  means,  or  predicate  what  would  be  the  situation 
"  of  any  Bank,  or  other  partnership,  six  months 
"  hence,  from  the  most  careful  inspection  of  their 
"  books."     I  confess,  I  should  have  thought  that 
there  is  not  a  street  in  the  city,  in  which  some 
score  of  book-keepers,  or  accountants,  might  not 
be  found,  who  would  make  a  pretty  shrewd  guess 
as  to  the  solvency  of  any   firm,  the   books    of 
which  were  laid  open,  without  reserve,  to   their 
inspection.      But  it  seems  my   credulity  is  yet 
more   preposterous.      I    am   disposed    to    place 
reliance  on  accounts   furnished    "  upon  honour" 
by  parties  engaged  in  joint-stock  banks.     I  con- 
fess, that,  upon  the  good  faith  of  the  managers 
of  such  association,  as  would,  I  am  satisfied,  be 
formed     under    a    well-framed    law    of    limited 
liability,  I  am  disposed  to  place  great,  although 
certainly  not  implicit,  reliance.     There  is  as  little 
sound  discretion  in  legislating  on  the  supposition 
that  all  men,   under  all   circumstances,  will  be 
rogues,  as  in  assuming  that  all  men,  under  all 
circumstances,  will  be  honest.    The  tendency  of 
human  nature,  on  the  whole,  is  to  good,  and  the 
noblest  and  highest  aim  of  legislation  should  be, 
to  place  men  in  situations  which  have  a  tendency 
to  develope  their  better  qualities.     I  hold  it  to  be 
certain,  that  under  a  state  of  the  law  which  ad- 
mitted of  limited  liability,  and  required  paid-up 
capital,    yon    would    have    banking  associations, 
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wherever  there  was  a  fair  prospect  of  success, 
composed  of  persons  the  most  distinguished 
among  their  neighbours  for  wealth  and  respect- 
ability*. The  business  of  banking,  conducted 
on  the  soundest  principles,  yields  a  very  fair,  if 
not  a  very  large  profit;  so  conducted,  it  is  emi- 
nently a  safe  business,  and  requiring  neither 
onerous  attention,  nor  implying  the  necessity  of 
any  proceedings  to  which  the  most  honourable 
man  or  accomplished  gentleman,  could  feel  the 
slightest  reluctance  to  be  a  party.  In  the  stock 
of  such  associations,  therefore,  persons  of  property 
would  make  investments, — the  situation  of  di- 
rector would  be  an  object  of  ambition  to  wealthy, 
prudent,  and  honourable  men  ;  none  other,  gene- 
rally speaking,  would  succeed  in  becoming  so. 
But  to  suppose  that  the  managers  of  such  banks 
having  to  produce  accounts,  in  which  certain  spe- 
cific points, — matters  of  fact, — on  which  there 
could  be  no  difference  of  opinion, — were  required 
to  be  stated,  should  deliberately  produce  statements 
false  on  such  points,  is  to  think  far  more  meanly 
than  I  am  inclined  to  think,  of  that  class  among 
our  fellow-countrymen,  from  which   alone  they 

*  The  ingenious  person  alluded  to  by  the  Reviewer,  who, 
in  order  to  enable  him  to  set  up  a  bank,  had  to  borrow  a 
sovereign  of  a  friend,  could  scarcely  have  hoped  for  success, 
if  the  law  required  the  whole  of  the  capital  of  a  bank  to  be 
paid  up  before  it  commenced  business,  although  he  was  not 
deterred  by  any  alarms  as  to  his  "  unlimited  responsibility." 
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would  be  selected.  In  my  own  experience,  I 
can  scarcely  recall  an  instance  in  which  men, 
placed  in  such  situations,  viz.  as  the  directors 
of  joint-stock  companies,  have  deliberately  stated 
to  their  constituents,  or  the  public,  that  which 
they  knew  to  be  false.  They  may  have  de- 
ceived themselves  and  their  proprietors,  as  to 
matters  of  opinion;  but,  I  repeat,  I  can  hardly 
recall  a  case  in  which  facts  have  been  directly 
falsified.  Now,  can  any  matters  of  fact  be  pre- 
dicated, a  true  statement  of  which  would  afford 
the  means  of  forming  an  opinion  as  to  the  sol- 
vency of  a  banking  establishment  ?  Let  us  try. 
Suppose  it  were  to  be  a  condition  of  every  charter 
of  limited  liability,  that  some  such  account  as  the 
following,  should  be  printed  for  the  information 
of  the  shareholders  and  the  public,  every  six 
months,  such  account  to  be  verified  by  auditors, 
annually  chosen. 
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There  is  scarcely  an  item  in  the  foregoing 
account  which  could,  in  any  degree,  be  matter  of 
opinion,  and  yet  the  items  of  which  it  is  com- 
posed, would,  as  it  appears  to  me,  being  truly 
stated,  lead  to  no  very  inaccurate  conclusions 
as  to  the  real  state  of  the  bank  to  which  they 
related.  I  believe  that,  generally,  they  would  be 
truly  stated  ;  that  instances  to  the  contrary  would 
be  of  very  rare  occurrence,  and  only  in  the  case 
of  obscure  and  inconsiderable  establishments. 
But  the  folly  of  stating  them  falsely  would  be 
almost  as  apparent,  as  its  dishonesty,  as  the 
fraud  could  scarcely  escape  detection,  almost  as 
soon  as  committed,  and  could,  by  no  possibility 
remain  undiscovered,  if  frequently  resorted  to. 
Unless  the  auditors  were  parties  to  the  fraud, 
entire  sets  of  false  books  must  be  kept,  with 
entries  so  ingeniously  contrived,  through  a  whole 
year's  transactions,  that  they  should  balance ; 
but  that  these  false  books  should,  for  one  period 
of  examination  after  another,  be  passed  off  upon 
the  auditors  for  the  real  books  of  the  bank,  is  a 
thing  manifestly  impossible,  or  so  nearly  so  as 
not  to  be  worth  discussion. 

But  supposing  every  functionary  connected 
with  a  bank, — directors,  cashiers,  clerks,  auditors, 
and  all, — leagued  in  one  conspiracy  to  deceive  the 
proprietors  and  the  public,  even  then  detection 
would  be  certain.  Could  any  of  the  most  im- 
portant items  in  the  published  accounts  be  safely 
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falsified  to  any  considerable  extent  ?     Could  the 
amount  of  stock  or  exchequer  bills  be  mis-stated  ? 
Some  stockbrokers  and  London  bankers  must  then 
be  parties  to  the  fraud  with  the  clerks  of  both. 
Could    the    promissory   notes    in    circulation    be 
underrated  under  the  eyes  of  jealous  and  well- 
informed  rivals  ?     Could  bad  debts  be  concealed, 
when  the  failure  of  any  man  having  an  account 
with    the  bank  would  be   matter  of  notoriety  ? 
Could    the    fact    even,    that    any    considerable 
amount  of  bills  had  not  been  discharged  at  ma- 
turity, be  safely  kept  in  the  back-ground,  with  the 
certainty  that   the  account  would   fall  into  the 
hands  of  some  one,  to  whom  such  a  matter,  if  it 
had  occurred,  must  be  known?      That  a   false 
statement  on  any  one  item  of  such  an  account 
as   the    foregoing   should   escape    detection   is,   I 
think,   unlikely;    that  of   statements  false  in  all 
particulars  the  falsehood  should  escape  discovery, 
I  hold  to  be   impossible  ;  especially  when  it   is 
recollected  that  in  the  case  of  banks  in  which 
there   could  be  either  the   wish   or  necessity  to 
resort  to  such  frauds,  suspicion  must  inevitably 
already  have  been  excited.    But  unless  statements 
false  in  all  important  particulars  were  not  only 
frequently   but  habitually   issued,  the   object   of 
misleading  the  proprietors  and  the  public  could 
not  be  gained,  one  deviation  into  truth  would  be 
fatal  in  the  case  of  a  bank,  the  affairs  of  which 
required  concealment;  and  if  we  are   to  believe 


80 

that  fraud  could  be  practised  at  all,  we  must 
believe  in  the  possible  success  of  a  series  of  frauds, 
which  I  think  the  foregoing  considerations  prove 
to  be  all  but  impossible. 

If  the  conclusions  above  stated  be  sound  — 
if  it  be  true  that  it  is  highly  improbable  that  fraud 
should  be  attempted  under  the  system  I  propose, 
and  that  the  success  of  such  frauds,  if  attempted, 
would  be  all  but  impossible — -of  what  value  is  the 
argument  as  to  the  entire  inefficacy  of  publicity  of 
accounts  as  a  means  of  enabling  the  public  to  form 
a  judgment  on  the  solvency  of  banking  associa- 
tions ?  It  will  scarcely  be  contended,  that  if  truly 
informed  on  the  points  comprehended  in  such 
account  as  I  have  supposed,  the  public  would  not 
be  able  to  form  a  sound  opinion  as  to  the  solvency 
of  a  bank.  If,  for  instance,  it  should  be  found 
that  the  affairs  of  a  bank  commencing  with  an 
ample  capital  should  be  prudently  conducted, — 
if  the  half-yearly  statements  of  account  should 
show  that  neither  by  discounting  carelessly,  nor 
lending  indiscreetly,  large  bad,  or  doubtful  debts 
had  been  incurred, — that  of  the  money  entrusted 
to  its  care  only  a  fair  and  moderate  use  had  been 
made, — that  no  inordinate  portion  had  been  placed 
even  on  undoubted  security  out  of  immediate 
reach, — and  above  all,  that  as  a  sure  resource  in 
times  of  difficulty, — supplying  the  place  of  such 
funds  belonging  to  its  customers  as  could  not  at 
once  be  called  in, — the  paid-up  capital  remained 
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untouched  in  the  public  funds,  can  it  be  doubted 
that  the  proprietors  of  such  a  bank  would  reap 
the  reward  they  deserved,  in  the  confidence  of  the 
public  and  the  increase  of  good  and  profitable 
business.  On  the  other  hand,  if  it  were  possible, 
under  a  sound  system,  to  find  banking  associa- 
tions having  lent  on  overdrawn  accounts  far  more 
than  the  whole  of  their  paid-up  capital, — with  no 
stock, — no  exchequer  bills, — but  little  cash, — and 
even  of  bills  which  might  or  might  not  be  dis- 
countable on  emergency,  not  sufficient  perhaps  to 
meet  one-half  of  their  direct  liabilities, — with  vast 
amounts  in  addition  of  contingent  liabilities  in 
the  shape  of  re-discounted  bills,  for  which,  in  case 
of  non-payment,  they  would  have  to  provide, — if 
banks  so  conducted  could  be  found, — as  I  believe 
they  would  not,  —  under  a  system  of  limited 
liability  and  publicity  of  accounts,  they  would 
speedily  receive  a  warning  not  to  be  misunder- 
stood, in  the  transfer  of  all  accounts  not  over- 
drawn, of  all  business  in  short  worth  having  to 
more  prudent  rivals. 

But  the  Reviewer  states  that  regulations  of  the 
same  kind  as  I  propose  have  been  tried  in  America 
and  have  failed,  and  in  proof,  relates  the  following 
anecdote : — 

V  The  Sutton  Joint-Stock  Bank  was  incorporated  in  the 
moral  and  religious  city  of  Boston,  in  18'28.  The  act  of  the 
legislature  of  Massachusetts  incorporating  the  hank,  pro- 
vided,  that   before   it   commenced    business   half    its   capital 
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should  be  paid  up,  and  be  '  actually  existing  in  gold  and 
'  silver  in  the  coffers  of  the  bank,'  and  that  it  '  should  be 

*  inspected  and  examined  by  three  commissioners,  to  be  ap- 
'  pointed  by  the  governor  for  that  purpose,  who  should 
'  examine  the  money  actually  existing  in  the  said  vaults,  and 
1  ascertain,  by  the  oaths  of  the  directors  of  the  said  bank,  or 
'  a  majority  of  them,  that  the  said  capital  stock  hath  been 
1  bond  fide  paid  in  by  the  stockholders  of  the  said  bank 
'  towards  the  payment  of  their  respective  shares,  and  not 
'  intended  for  any  other  purpose,  and  that  it  is  intended  to 

*  remain  there  as  part  of  the  said  capital.'  In  compliance 
with  this  enactment,  the  inspectors  named  by  the  governor 
visited  the  vaults  of  the  bank  on  the  28th  September,  1828, 
found  in  them  a  certain  sum  in  dollars,  and  ascertained,  by  the 
oaths  of  four  of  the  directors,  that  this  specie  was  the  first 
instalment  paid  by  the  shareholders,  and  that  it  was  there  as 
part  of  the  capital  of  the  bank,  and  to  be  employed  as  such. 

"  Here  was  all  Mr.  Clay  could  devise,  and  more.  Here 
was  paid-up  capital,  limited  responsibility,  and  perfect  pub- 
licity— as  perfect,  at  least,  as  an  actual  inspection  and  oaths 
could  make  it.  Every  thing  being  thus  apparently  sound 
and  substantial,  the  bank  began  business,  obtaining,  as 
Mr.  Clay  would  say,  credit  and  confidence  in  proportion  to 
its  capital.  Now,  what  will  our  readers  think  of  the  value 
of  these  precautions,  when  we  tell  them  that  this  bank,  with 
its  paid-up  and  inspected  capital,  its  perfect  publicity,  and 
so  forth,  was,  from  beginning  to  end,  a  pure  fraud,  a  downright 
swindling  scheme  ?  Having  got  itself  largely  indebted  to  the 
public,  it  exploded,  and  then  it  was  ascertained,  on  an  investi- 
gation by  a  committee  of  the  senate  of  the  state,  that  it  never 
had  possessed  a  sixpence  of  capital.  The  dollars  which  the 
inspectors  had  seen,  were  borrowed  the  previous  days  from 
other  banks,  and  were  returned  to  them  that  evening.  The 
directors  and  others,  prior  to  the  trick,  had  of  course  bolted, 
and  the  individuals  who  had  dealt  with  them,  found,  to  their 
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cost,  that  the  securities  on  which  they  had  depended  were  in 
reality  baits  by  which  they  had  been  lured  to  ruin." 

The  facts  occurred  as  here  stated,  but  they  are 
far,  in  my  opinion,  from  furnishing  evidence  of 
the  inefficacy  of  legislative  interference.  Let  us 
see  what  is  the  inference  to  be  drawn  from  the 
case  cited,  when  the  circumstances  are  carefully 
looked  at,  and  it  is  taken  in  connection  with  the 
general  history  of  banking  in  the  community 
where  it  occurred.  Boston,  where  the  fraud 
was  committed,  is  the  capital  of  the  state  of 
Massachusetts,  the  most  important  portion  of 
New  England.  The  laws  of  Massachusetts, 
regulating  banks,  have  been  in  existence  for 
more  than  a  quarter  of  a  century*;  the  number 
and  importance  of  the  banks  have  been  in  pro- 
portion to  the  great  share  taken  by  that  state 
in  the  vast  commerce  of  the  United  States.  On 
the  1st  of  January,  1830,  there  were  in  Massa- 
chusetts sixty-six  banks,  with  an  aggregate  capital 
of  twenty  millions  of  dollars  —  ^20,420,000. 
The   work  from   which   the  anecdote  is  takenf, 

*  All  the  most  important  provisions  of  the  General  Act  of 
1829,  "To  regulate  Banks  and  Banking,"  given  in  the  Ap- 
pendix, will  be  found  embodied  in  "  An  Act  to  Incorporate 
the  State  Bank,"  of  the  year  1811.  I  believe  that  the  legis- 
lative regulations  in  Massachusetts  on  this  subject, had  assumed 
nearly  their  present  form  at  a  somewhat  earlier  period. 

f  The  book  is,  "  A  History  of  Paper  Money  and  Banking 
"  in  the  United  States,"  by  W.  M.  Gouge;  "to  which,"  as 
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is  written  in  a  spirit  of  almost  fanatical  hos- 
tility to  the  system  of  paper-money  and  banking 
of  America,  which  the  author  considers  eminently 
prejudicial  to  the  morals  and  happiness  of  the 
people.  The  work  is  more  remarkable  for  zeal 
and  industry  than  for  enlarged  views  or  sound 
reasoning,  but  its  negative  testimony  is  of  the 
very  highest  value  as  to  the  real  operation  of 
the  laws  now  under  our  consideration.  With 
every  disposition  to  place  on  record  instances 
of  malversation,  he  brings  forward  but  this 
solitary  instance  of  an  evasion  of  the  laws  of 
Massachusetts*;    and   in  what    degree   did  that 

the  title-page  says,  "is  prefixed,  an  inquiry  into  the  principles 
"  of  the  system,  with  considerations  of  its  effects  on  morals 
"  and  happiness." 

*  He  alludes  to  instances  in  other  states  of  the  Union,  in 
which  the  provisions  of  the  Charters  of  Incorporation  of 
Banking  Companies  have  been  more  or  less  evaded.  The 
cases  cited  are  mostly  of  not  very  recent  occurrence  —  one 
(the  Cape  Fear  Bank)  as  far  back  as  1804 — and  relate 
generally  to  banks  of  but  small  importance.  Without 
reference  to  the  charters  stated  to  have  been  violated,  it  is 
impossible  to  ascertain  in  what  degree  the  acts  described  were 
in  contravention  of  the  law,  or  to  judge  how  far  the  laws  of 
the  different  states,  at  the  periods  when  the  frauds  took  place, 
were  well  adapted  to  the  ends  sought  to  be  obtained.  With 
regard  to  Massachusetts — the  state  in  which  that  system, 
which  now  obtains  generally  in  America,  was  the  earliest 
developed, — the  facts  are  as  stated  in  the  text.  That  in  the 
course  of  the  long  period  during  which  Joint-stock  Banking 
has  existed  in  America — (it  took  its  rise  shortly  after  the 
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evasion  avail  the  parties  by  whom  it  was  prac- 
tised? On  the  11th  March,  1828,  the  bank  was 
incorporated, — the  fraud  on  the  commissioners, 
whose  duty  it  was  to  report  on  the  paid-up 
capital,  was  perpetrated  on  the  27th  September, 
1828.  I  do  not  know  when  it  was  detected,  but 
it  must  have  been  in  1829,  since  on  the  25th 
January,  1830,  a  report  of  a  committee  of  the 
senate  of  Massachusetts  was  made  on  the  subject. 
Certainly  the  success  of  the  experiment  was  not 
of  a  kind  to  tempt  its  repetition.  Never,  in  fact, 
was  a  more  foolish  delusion  attempted,  nor  one 
with  respect  to  which  it  could  have  been  more 

cessation  of  the  war  of  independence)  and  among  so  many 
banks  (there  were  330  in  1830,  and  there  are  now  many 
more),  some  formed  in  communities  just  struggling  into 
existence  on  the  verge  of  the  back  woods — instances  of 
evasion  of  laws  laying  Banking  Associations  under  regu- 
lations-—onerous — and  which  must  often  have  proved  diffi- 
cult to  comply  with — should  be  found, — cannot  surely  be 
matter  of  surprise.  But  that  laws  of  this  nature  have  upon 
the  whole  not  been  found  inefficacious  in  America  we  have 
this  decisive  proof, — that  the  legislative  bodies  of  the  different 
states  having  the  experience  of  almost  half  a  century  of  Joint- 
stock  Banking, — the  subject  moreover  having  been  frequently 
and  often,  from  circumstances,  painfully  forced  on  their  atten- 
tion,— have  universally  adopted  the  spirit,  if  they  have  not  in 
all  cases  followed  the  details  of  the  laws  of  Massachusetts  on 
this  subject.  The  legislative  regulations  with  regard  to  banks 
throughout  the  Union  are  now  based  on  the  three  principles 
for  which  I  contend,  of  "  limited  liability,  paid-up  capital,  and 
"  publicity  of  accounts." 
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clear,  from  the  very  outset,  that  early  and  complete 
detection  was  inevitable. 

But  the  Reviewer  gives  also  an  anecdote  illus- 
trative of  the  working  of  our  own  system, — 
taken  in  conjunction,  as  illustrations  of  the  two 
systems, — the  American,  which  in  part  I  would 
adopt, — and  our  own,  which,  as  I  shall  presently 
show,  he  would  in  substance  retain, — these  anec- 
dotes appear  to  me,  I  confess,  whimsically  at 
variance  with  the  inference  he  wishes  to  be  drawn 
from  them.  We  have  endeavoured  to  estimate 
the  real  bearing  of  the  case  he  cites,  to  show  the 
inefficacy  of  the  laws  of  New  England,  to  prevent 
fraud  in  concocting  joint-stock  banks  ;  as  an  in- 
stance of  what  may  occur  under  our  own  system, 
he  tells  the  following  anecdote,  on  the  perfect 
authenticity  of  which,  I  have  reason  to  know,  the 
reader  may  rely  : — 

"  During  the  course  of  the  present  year,  the  Stamp  Office 
prosecuted  a  person  at  Manchester,  for  carrying  on  the  forgery 
of  stamps  on  a  large  scale,  and  had  him  convicted  and  trans- 
ported. Now  what  will  our  readers  think,  when  we  tell  them 
that  there  were  found  on  the  person,  and  in  the  repositories 
of  this  notorious  culprit,  several  letters  addressed  to  him  by 
an  individual,  who  was  at  the  time  engaged  in  the  formation 
of  a  great  joint-stock  bank  !  The  letter-writer  knew  perfectly 
well,  what  his  friend  at  Manchester  was  about ;  and  the 
burthen  of  his  letters,  is  to  press  him  for  loans,  to  enable  him 
to  get  his  scheme  matured,  and  fairly  set  afloat.  It  may, 
perhaps,  be  imagined,  considering  the  sort  of  project  the 
party  had  on  his  hands,  that  he  would  have  required  large 
advances  ;  but  no,  his  utmost  demand  was  for  £.15  or  £.20, 
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and  he  sometimes  modestly  limits  himself  to  a  pressing  soli- 
citation for  a  sovereign,  or  even  half  a  sovereign  !    He  had,  to 

make  himself  respectable,  taken  a  house,  looking  into  

Park,  and  provided  he  could  continue  to  hold  that,  and  get 
his  prospectuses  printed,  and  advertisements  paid,  he  had  no 
doubt,  and  in  that  he  was  right,  that  he  should  in  a  few  weeks 
be  rolling  in  wealth  !  Only  think,  says  he  to  his  correspondent, 
of  a  person  without  a  shilling  establishing  a  bank!  There 
were  to  be  — ,000  shares,  and  a  deposit  of  £.5  was  to  be 
paid  on  each,  and  this  very  bank  is  now  in  the  field ;  its 
success  has  not  been  quite  so  great  as  that  of  some  others  ; 
but  considering  its  parentage,  we  need  not  be  surprised  if,  at 
first,  it  should  be  a  little  rickety  ;  no  doubt,  however,  if  the 
present  facilities  continue  for  another  year,  it  will  get  fairly 
under  weigh  ;  its  directors  will  declare  large  dividends,  and 
give  white-bait  dinners  at  Blackwall,  and  those  who  have 
dealt  with  them,  will  of  course  lose  every  thing." 

In  the  American  case,  the  roguish  contriver  of 
a  bubble  bank  is  detected — in  the  English,  he 
succeeds  in  his  object — in  the  former  case  he 
evades,  but  only  for  a  brief  space,  the  law — in  the 
latter,  there  is  none  to  evade.  "  Abjure,"  says 
the  Reviewer,  "  a  system,  by  the  operation  of 
"  which  the  knave  was  baffled  and  exposed,  and 
"  hold  fast,  by  all  means,  to  that  under  which  he 
"  has  no  exposure  to  dread.  The  object  being  to 
"  promote  the  formation  of  joint-stock  banks,  by 
"  persons  of  fortune  and  character,  abstain  from 
"  taking  precautions  to  secure,  in  the  founders  of 
"  a  bank,  the  presence  of  persons  possessing 
"  either — a    clever    impostor   may   elude    your 
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"  fancied  securities,  give  him  therefore  none  to 
"  elude.  Bars  and  bolts  have  sometimes  failed 
"  to  keep  out  the  burglar — leave  therefore  your 

"  doors  wide  open." 

The  utmost  evil  that  can  arise  from  an  occa- 
sional evasion,  by  swindlers,  of  the  sound  and 
salutary  laws  of  Massachusetts,  were  such  frauds 
as  frequent  as  I  believe  them  to  be  rare,  is,  that 
some  few  persons  will  sustain  pecuniary  loss,  an 
evil  not  altogether  without  attendant  advantage, 
as  it  serves  to  render  the  public  circumspect  as  to 
the  associations  in  which  it  reposes  confidence. 
But  this  evil,  taken  at  its  utmost  possible  extent, 
is  but  as  dust  in  the  balance,  compared  with  the 
ills  that  flow  from  the  wretched  system  of  spu- 
rious credit,  which  unlimited  responsibility  is 
absolutely  certain  to  create ;  a  system  which 
aggravates  the  inevitable  fluctuations  of  trade,  is 
ever  ready,  with  its  mischievous  aid  at  the  moment 
of  excitement,  to  foster  the  wild  schemes  or  mad 
overtrading,  which  waste  the  national  wealth,  and 
of  which  the  sure  result  must  ever  be,  as  it  height- 
ens into  folly  the  confidence  of  prosperous  times, 
to  doubly  deepen,  by  its  re-action,  the  gloom  of 
periods  of  adversity. 

Having  now  explained  the  grounds  on  which 
I  have  ventured  to  recommend  limited  liability, 
paid-up  capital,  and  publicity  of  accounts,  as  the 
three  great  principles  on  which  we  must  rely  tor 
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the  creation  of  a  sound  banking  system,  and  en- 
deavoured to  estimate  the  weight  of  the  objections 
to  their  adoption  stated  by  the  Reviewer,  it  is 
time  to  consider  the  arguments  he  advances  in 
behalf  of  that  one  principle,  on  which  alone, 
as  he  says,  any  reliance  can  be  placed  for  securing 
the  stability  of  joint-stock  banks,  viz.  unlimited 
liability  of  the  partners.  I  stated  in  my  speech 
some  of  the  reasons  which  induced  me  to  think 
that  this  principle  affords  no  such  security.  In 
the  foregoing  pages,  some  further  considerations 
have  been  urged,  which  appear  to  me  to  point 
to  the  same  conclusion ;  but  the  question  is  the 
most  important  of  those  which  can  be  raised  on 
the  constitution  of  joint-stock  banks  ;  and  I  shall 
be  forgiven,  therefore,  if,  even  at  the  risk  of  some 
trifling  repetition,  I  consider  fully  the  arguments 
advanced  by  the  Reviewer  in  support  of  his 
opinion.     He  says — 

"  An  association,  in  which  it  is  known  that  there  are  many, 
or  some  wealthy  individuals,  liable  to  the  whole  extent  of 
their  fortunes  for  the  debts  of  the  concern,  must,  of  course, 
enjoy  a  great  degree  of  credit.  But  it  is,  at  the  same  time, 
obvious,  that  these  wealthy  individuals,  knowing  the  heavy 
responsibility  they  incur — the  ruin,  in  fact,  that  must  over- 
whelm them,  if  the  affairs  of  the  bank  be  improperly  managed- 
will  occasionally  look  into  its  conduct,  and  prevent  the  credit 
it  enjoys  from  being  misemployed  or  abused.  To  suppose 
that  it  should  be  otherwise,  is  to  suppose  what  is  contra- 
dictory and  absurd;  it  is  equivalent  to  supposing  that  the 
care  of  their  fortunes,  and  their  preservation  from  beggary,  is 
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a  matter  about  which  persons  are  little  solicitous.  It  is  not 
necessary,  however,  in  order  to  the  efficiency  of  this  check, 
that  all  the  partners  in  a  bank  should  be  perpetually 
interfering  with  the  details  of  its  management.  The  safety  of 
all  is,  in  the  majority  of  cases,  sufficiently  ensured  by  the 
interposition  of  a  few  only.  When  the  partners  are  wealthy, 
that  is,  when  they  have  a  great  deal  at  stake,  the  fair 
presumption  is,  that  they  will  seek  out  and  appoint  managers 
of  character  and  ability  ;  and  that  they  will  exercise  such  a 
general  inspection  over  them,  that  they  will  seldom  be  able  to 
go  very  far  wrong,  without  the  fact  being  known,  and  an 
effort  made  to  have  the  abuse  corrected.  It  should  be  our 
object  not  to  lessen,  but  rather  to  increase  responsibility.  It  is 
it  which  gives  confidence  to  the  public,  and  makes  a  provident 
caution  no  less  than  a  bold  spirit  of  enterprise,  a  constituent 
part  of  the  commercial  character.  It  is  ludicrous  indeed  to 
imagine,  that  any  system  of  check  can  ever  be  half  so  effectual 
for  the  prevention  of  fraud  or  mismanagement,  as  the  obvious 
interest  of  the  parties  concerned. 

The  fallacy  in  this  reasoning  lies  in  the  as- 
sumption, that  the  interests  of  the  public  and 
those  of  the  partners  of  a  bank  are  identical ;  and 
that  the  partners  of  a  bank,  in  conducting  their 
affairs  with  a  view  to  their  own  interests,  will, 
by  so  doing,  protect  those  of  the  public.  Not 
only  is  it  not  true,  that  the  interests  of  the  public 
and  of  the  partners  of  banks,  whether  joint-stock 
or  other,  are  always  identical, — but  it  may  be 
stated  with  greater  truth,  that  they  are  almost 
invariably  in  opposition.  What  qualities  does 
the  public  require  in  a  bank  before  all  others,  and 
almost  to  the  exclusion  of  all  others  ? — Stability. 


It  is  on  account  of  the  extreme  importance  of 
the  stability  of  banks  to  the  community, — it  is 
because  their  operations  form  so  important  a 
part  of  the  monetary  system  of  the  country,  that 
the  supreme  government  is  entitled  to  interfere 
in  the  conduct  of  their  concerns.  But,  to  the 
partners  of  a  bank,  stability  is  not  the  only,  nor 
even  the  first  object ;  it  may  be  said  to  be  rather 
a  means  than  the  end ;  the  object  is  profit ; 
stability  is  good  as  a  means  of  obtaining  it, — if 
the  parties  concerned  have  any  thing  to  lose, — 
otherwise,  desirable  no  doubt ;  but  still, — when, 
as  in  the  case  of  banks  of  unlimited  liability,  very 
large  profits  may  be  acquired  without  any 
advance  of  money,  it  may  be  a  very  fair  calcula- 
tion to  seek  them  at  the  price  of  danger.  In  the 
pursuits  of  the  manufacturer  and  the  merchant, 
this  calculation, — this  balancing  the  chance  of 
great  loss  with  the  prospect  of  great  gain,  is  not 
only  pardonable,  but  desirable ;  a  spirit  of 
adventure  is  the  very  living  principle  of  commer- 
cial enterprise,  in  its  nature  it  implies  risk,  but 
it  is  the  necessary  concomitant  of  the  energy  by 
which  the  commercial  greatness  of  the  country 
is  achieved,  and  the  community  is  incomparably 
more  benefitted  by  this  result  of  its  operation, 
than  it  is  injured  by  the  occasional  failure  of 
some  less  fortunate  or  less  dexterous  adventurer, 
to  which  it  leads.  But  does  this  proposition  apply 
to  the  trade  of  banking?    On  the  contrary,  the 
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failure  of  a  single  bank  spreads  widely  ruin  and 
alarm  ;  the  failure  of  many  simultaneously  pa- 
ralyzes, for  a  time,  the  productive  energies  of  the 
community ;  whilst  the  large  profits,  in  the 
pursuit  of  which  banks  are  exposed  to  risk,  are, 
in  themselves,  not  only  not  advantageous,  but 
they  are  injurious  to  the  community,  as  they  are 
never  procured  without  exciting  in  the  public  a 
dangerous  spirit  of  speculation  and  overtrading. 
In  other  trades,  the  public  has  no  further  interest 
than  that  they  should,  on  the  whole,  be  so 
conducted,  as  to  develope,  to  the  utmost,  the 
national  resources  ;  in  the  stability  of  banking 
operations  it  has  a  deep  and  permanent  interest. 
There  is  no  reason  why  the  operation  of  self- 
interest  should  be  sufficient  to  ensure  stability  in 
the  trade  of  banking  more  than  in  other  trades ; 
it  may  conduce  to  its  being  so  carried  on  as  to 
produce  the  greatest  profit  to  those  concerned  in 
it ;  but  it  will  not  necessarily  confer  on  it  that 
stability  so  important  to  the  welfare  of  the 
community. 

How  far  is  the  foregoing  reasoning  borne  out 
by  experience  ?  We  have  had  the  principle  of 
unlimited  liability,  as  applied  to  banking,  in 
operation  for  more  than  half-a-century  on  the 
largest  scale;  has  its  operation  proved  to  be  such 
as  is  predicated  concerning  it  by  the  Reviewer? 
"  In  1791  and  1792,"  as  I  stated  in  the  House, 
"  100  country  banks  were  swept  away;"  I  believe  it 
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was  computed  that  more  than  one-third  of  all  then 
in  existence  suspended  their  payments.  "  There 
"  had  been  then  no  bank  restriction,  and  there 
"  were  no  small  notes  ;  but  was  the  system  more 
"  secure  during  the  bank  restriction,  and  whilst 
"  the  country  bankers  had  the  power  of  issuing 
"  small  notes?  From  1800  to  1829,  no  less 
"  than  1 74  commissions  of  bankruptcy  were  issued 
"  against  country  bankers  ;  and,  after  we  had 
"  again  returned  to  cash  payments,  from  1819  to 
"  1826,  including  the  time  of  the  panic,  99 
"  commissions  were  issued.  To  these  bank- 
"  ruptcies,  must  of  course  be  added  the  many 
"  cases  of  temporary  suspensions  of  payment, 
"  and  compromises  with  creditors,  stopping  short 
"  of  bankruptcy."  But  it  may  be  said  that  these 
were  private  banks,  and  that  no  argument  against 
the  efficacy  of  the  principle,  as  applied  to  joint- 
stock  banks,  can  be  drawn  from  the  circumstances 
stated ;  I  confess  I  cannot  see  the  importance  of 
the  distinction,  it  appears  to  me  that  the  principle 
of  unlimited  liability  should  be  as  efficient 
to  produce  prudent  management  in  a  small, 
as  in  a  large  partnership.  I  can  indeed  see 
reasons,  and  strong  ones  too,  why  it  might  be 
expected  to  operate  more  strongly  in  private  than 
in  joint-stock  banking  concerns  ;  but  none  for  the 
reverse. 

In  very  large  partnerships,  the  feeling  of  re- 
sponsibility is  less  intense,  in  proportion  as  it  is 
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more  widely  diffused ;  their  very  numbers,  and 
aggregate  wealth,  generate  among  the  shareholders 
of  a  joint-stock  bank  a  careless  confidence,  whilst 
the  temptations  to  improvidence  are  almost  incalcu- 
lably increased  by  the  facility  of  credit  which  those 
very  circumstances  produce.  It  may  be  looked 
on  as  certain,  that  the  great  bulk  of  the  share- 
holders will  take  no  care  or  thought  as  to  how 
the  business  is  conducted  ;  each  proprietor,  having 
but  a  small  interest,  will  not,  if  he  receive  a  good 
dividend,  and  his  shares  are  at  a  premium,  look 
very  narrowly  into  the  process  by  which  such 
results  are  secured ;  and  the  most  wild  and  dan- 
gerous practices  may  be  resorted  to,  without  ex- 
citing in  his  mind  the  smallest  apprehension, 
precisely  because  he  knows  nothing  about  them. 
The  managers  and  directors  must  always  have 
private  objects  more  important  to  them  than  the 
success  of  the  bank.  You  have,  therefore,  in  a  j  oint- 
stock  bank,  one  portion  of  the  partners  who  will  not 
probably,  and  could  not  effectually,  if  they 
would,  look  into  the  conduct  of  its  affairs;  and 
another  which  have,  at  least,  always  the  tempt- 
ation of  rendering  the  interests  of  the  bank 
subservient  to  their  owm  With  respect  to  which 
portion  is  it  expected  that  the  feeling  of  respon- 
sibility will  operate  to  secure  good  management  ? 
In  private  banking  associations,  on  the  contrary, 
every  partner  takes  a  share  in  the  management, 
or,  at  least,  is  cognizant  of  every  transaction  of 
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importance ;  they  are  all  deeply  interested  in  the 
success  of  the  bank,  and  are  rarely  engaged  in  any 
other  business,  to  the  convenience  or  necessities 
of  which  its  interests  might  be  made  subservient. 

Let  us,  however,  again  recur  to  the  logic  of 
facts ;  let  us  refer  to  experience,  for  evidence  of 
the  degree  in  which  the  principle  of  unlimited 
responsibility  operates  in  joint-stock  banks  to 
produce  the  salutary  caution  expected  from  it  by 
the  Reviewer. 

The  law  which  limited  the  number  of  partners 
in  a  bank  has  been  repealed  ten  years.  What 
have  been  the  results  of  its  abrogation  ?  We  will 
take  them  from  the  Reviewer's  own  statement. 

"  Most  of  the  joint-stock  banks  have  been  in  the  habit  of 
trading,  not  on  their  own  capital,  or  on  the  deposits  made  with 
them,  but  on  credit  obtained  in  the  metropolis  and  elsewhere. 
Instead  of  retaining  the  bills  and  other  securities  they  have 
discounted,  in  their  coffers  till  they  are  paid,  many  banks  have 
been  in  the  habit  of  immediately  forwarding  them  to  London, 
to  be  re-discounted.  To  such  an  extent  has  this  system  been 
carried,  that  we  are  well  assured  that  certain  banks,  with  less 
than  500,000/.  of  paid-up  capital,  have  discounted  bills,  and 
made  advances  to  the  extent  of  from  five  to  six  millions  ;  and 
the  engagements  of  others,  have  been  even  more  incommen- 
surate with  their  capital !  The  banks  who  have  acted  thus, 
have  borrowed  the  funds  in  the  metropolis  at  about  three  per 
cent.,  and  have  charged  four  or  five  per  cent,  to  those  to 
whom  they  afterwards  advanced  them.  But  though  recourse 
may,  properly  enough,  be  had  to  assistance  of  this  sort,  on 
extraordinary  occasions,  no  bank  can  be  justly  said  to  be 
established  on  sound,  or  conducted  on  safe  principles,  that 
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trusts  habitually  to  such  accommodation  ;  it  is  always  at  the 
mercy  of  circumstances,  over  which  it  has  no  control ;  and  is 
not  really  more  secure  than  a  house  of  cards  ;  so  long  as  the 
exchange  is  favourable,  prices  stationary  or  rising,  and  credit 
good,  there  is  little  difficulty  about  obtaining  pecuniary 
accommodation  in  London,  and  the  system  goes  on  smoothly ; 
but  the  moment  the  exchange  becomes  unfavourable,  or  prices 
begin  to  give  way,  or  credit  sustains  any  sort  of  shock,  con- 
sternation takes  the  place  of  confidence,  and  the  usual 
assistance  is  no  longer  to  be  had.  The  provincial  banks 
being,  in  consequence,  disabled  from  making  their  ordinary 
advances  to  their  customers,  the  latter  are  necessarily  involved 
in  the  greatest  difficulties,  and  being  obliged  to  force  sales,  a 
ruinous  fall  of  prices,  and  a  state  of  general  embarrassment, 
as  destructive  to  the  banks  as  to  those  who  depended  on  them, 
unavoidably  follows.  Such  has  hitherto  been  the  invariable 
result  of  the  abuse  of  banking  in  this  country  ;  and  instead  of 
being  lessened  by  the  formation  of  joint-stock  banks,  they 
seem  to  have  materially  increased  the  chances  of  sack  disasters 
in  future. 

"  But  there  are  other,  and  if  possible,  still  more  suspicious 
circumstances.  The  shares,  in  the  greater  number  of  the 
newly  formed  and  projected  joint-stock  banks,  are  very 
small,  few  being  above  50/.,  while  others  are  only  25/.,  and 
some  not  more  than  10/.  ;  generally  too,  it  is  understood,  or, 
rather,  is  distinctly  set  forth  in  the  prospectus,  that  not  more 
than  five  or  ten  per  cent,  of  these  shares,  is  to  be  called  for  ; 
so  that  an  individual  who  has  10s.  or  20s.  to  spare,  may 
become  a  shareholder  in  a  bank.  And  owing  to  a  particular 
regulation,  or  rather,  a  flagrant  abuse,  introduced  into  the 
management  of  various  banks,  by  which  they  make  large 
advances  or  discounts,  on  the  credit  of  the  stock  held  by  the 
shareholders,  not  a  few  individuals  in  doubtful,  or  even  des- 
perate circumstances,  take  shares  in  them,  in  the  view  of 
obtaining  loans,  and  bolstering   up   their  credit  !    The  great 
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danger  arising  from  such  banks  is  obvious  ;  were  a  bank  of 
this  sort  to  stop  payment,  it  is  plain,  supposing  the  claims  on 
it  to  be  ultimately  made  good,  that  they  could  be  so,  only  at 
the  cost,  and  perhaps  ruin,  of  such  of  its  proprietors  as  had 
abstained  from  resorting  to  the  abusive  practices  followed  by 
others.  It  may  well,  indeed,  excite  astonishment,  that  any 
one  who  can  really  afford  to  make  a  bond  fide  purchase  of 
shares  in  a  bank,  should  be  fool-hardy  enough  to  embark  in 
such  concerns. 

Now  what  is  the  system  under  which  a  state 
of  things  so  disgraceful,  and  fraught  with  danger, 
has  arisen  ;  a  system  of  limited  or  unlimited 
liability  ;  a  system  based  on  the  principle  the 
Reviewer  advocates,  or  on  those  of  which  he 
deprecates  the  adoption  ?  Why  these  evils  have 
arisen  under  the  operation  of  that  very  principle 
which,  according  to  his  argument,  should  have 
rendered  their  occurrence  impossible.  Most  aston- 
ishing, I  confess,  does  it  appear  to  me,  that  a  writer 
of  the  ability  undoubtedly  possessed  by  the  author 
of  this  article,  having,  or  supposing  that  he  had, 
reason  to  give  such  a  description  of  our  existing 
system  of  joint-stock  banking,  should  yet  re- 
commend our  persevering  in  that  very  system  ; 
that  he  should,  in  a  tone  not  slightly  dogmatical, 
pronounce  unlimited  responsibility  to  be  the  only 
good  security  for  the  prudent  management  of 
banking  associations,  almost  in  the  same  breath 
in  which  he  records  facts  which  demonstrate  its 
utter  inefficacy. 

It  is  not,  of  course,  in  my  power,  as  a  member 
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of  the  committee,  to  say  to  what  extent  the 
accounts  submitted  to  us  bear  out  the  strong 
language  of  the  foregoing  extract.  Those  ac- 
counts the  committee  have  not  felt  themselves 
at  liberty  to  publish ;  and  I  can  in  no  other  mode, 
therefore,  allude  to  the  facts  and  proceedings  they 
disclose,  than  by  referring  the  reader  to  the  report 
of  the  committee.  From  that  report,  the  public 
may,  at  least,  gather  this  corroboration  of  the 
statements  of  the  Reviewer,  that  the  committee 
were  not  of  opinion  that  the  present  state  of  joint- 
stock  banking  in  England  is  safe  or  satisfactory. 

As  far  as  regards  England,  the  induction  from 
facts,  as  to  the  inefficacy  of  unlimited  respon- 
sibility to  produce  a  sound  system  of  banking, 
is  complete.  We  have  the  experience  of  half 
a  century  of  entire  failure  in  regard  to  private 
banks.  We  have  evidence,  in  my  opinion,  quite 
as  decisive,  although  of  a  different  character,  in 
regard  to  joint-stock  banks.  It  is  true,  that  no 
instance  has  yet  occurred  of  a  joint-stock  bank 
stopping  payment ;  but  has  there  been  a  failure 
of  a  private  bank  since  1827?  As  yet  it  has  been 
flowing  water. 

The  history  of  Irish  banking  may  be  cited  to 
the  same  effect.  So  complete  has  been  the  ruin 
which  at  more  than  one  period  within  the  last 
fifty  years,  has  swept  over  the  banking  establish- 
ments of  Ireland — all,  except  the  bank  of  Ireland, 
on  the   same   footing  as  in  England,  viz.  unli- 
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mited  liability — that  until  a  very  recent  period 
the  distrust  of  the  public,  reasonably  excited  bv 
such  repeated  instances  of  unsoundness,  would 
scarcely  admit  of  the  existence  of  private  banking 
establishments.  Within  the  last  ten  years  the 
trade  of  banking  in  Ireland  has  again  revived  in 
the  shape  of  joint-stock  banks, — not  a  few  such 
associations  have  been  recently  formed  in  that 
country.  To  them  the  inquiries  of  the  Committee 
have  not  yet  been  directed. 

In  America,  the  onlv  countrv  which  has  had 
extensive  experience  of  the  working  of  a  system 
of  joint-stock  banking,  the  result  to  which  that 
experience  points  is  sufficiently  evident,  from  the 
fact,  that  whereas  formerly  banks  of  unlimited 
liability  existed  in  many  parts  of  the  Union,  the 
laws  on  this  subject  have  in  all  the  States  gra- 
dually been  assimilated  to  those  of  New  England, 
and  limited  liability  forms  now  an  established 
part  of  the  law  in  every  one  of  the  United  States. 

Scotland  alone  furnishes  apparently  an  excep- 
tion to  the  otherwise  universal  failure  of  unlimited 
liability,  as  a  security  for  the  soundness  of  a 
banking  system,  I  am  convinced  that  the  excep- 
tion is  only  in  appearance  ;  and,  as  might  reason- 
ably be  presumed,  from  the  far  greater  amount  of 
adverse  experience,  there  are  circumstances  pecu- 
liar to  Scotland,  which  have  served  in  that  country 
to  counteract  its  effect. 

In  the  first  place,  a  bare  statement  of  the  facts 
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connected  with  Scotch  banking  would  by  no 
means  warrant  a  preference  of  unlimited  over  limited 
liability.  There  are  in  Scotland  thirty-two  banks, 
three  of  limited,  twenty-nine  of  unlimited  liability  ; 
on  the  solvency  of  the  former  not  a  doubt  has 
ever  rested.  Of  the  latter,  five*  were  stated  to 
have  failed  in  the  evidence  given  before  the  Lords' 
Committee  of  1826,  and  I  believe  there  has  been 
one  instance  since  in  which  embarrassment  has 
been  experienced.  This  bare  statement,  however, 
gives  but  a  very  imperfect  view  of  the  history  of 
Scotch  banking. 

The  three  chartered  banks  preceded,  by  many 
years,  the  establishment  of  the  joint-stock  banks 
of  unlimited  liability.     Beyond  a  doubt,  the  pru- 
dent manner  in  which,  for  very  many  years,  their 
business  had  been  conducted,  gave  a  tone  to  pub- 
lic opinion,  and  rendered  it  difficult  for  any  bank 
commencing  business,  to  conduct  its  affairs  in  a 
manner  widely  different.     The  unchartered  banks 
arose  one  by  one,  at  considerable  intervals,  and 
fell  almost  of  necessity  into  the  same  course.  The 
Scottish  people,  moreover,  constituted,  for  years, 
a  small,  an  isolated,  and  a  poor  community,  in 
which  the  feverish  alternations  of  prosperity  and 
adversity,  common  to  rich  and  commercial  coun- 


*  The  Ayrshire  Bank,  the  Merchant  Bank  of  Stirling,  the 
Falkirk  Union  Bank,  the  East  Lothian  Bank,  and  the  Fife 
Bank. 
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tries,  were  but  little  known — all  circumstances 
favourable  to  the  growth  of  a  sound  system  of 
banking.  The  same  circumstances  too  created,  or 
must  have  assisted  to  create,  a  very  peculiar  system 
of  superintendence,  or  control,  which,  as  is  well 
known,  has  long  existed  in  Scotland,  of  the  whole 
body  of  banks,  over  each  individual  bank,  and 
which,  whilst  it  renders  the  successful  establish- 
ment of  a  new  bank  almost  impossible,  exercises 
a  very  salutary  influence  over  the  conduct  of  those 
already  in  existence.  Of  banks  once  admitted 
into  this  species  of  league,  the  credit  is  always 
preserved,  if  possible,  by  the  assistance  of  the 
others.  The  banks  of  Scotland,  indeed,  may  be 
almost  looked  on  as  one  great  banking  association, 
carrying  on  the  banking  business  of  the  country, 
and  dividing  its  profits  in  various  proportions, 
rather  than  as  unconnected  or  rival  establishments. 
One  other  circumstance,  also  purely  adventitious, 
has  tended  even  beyond  those  already  adverted  to, 
to  give  stability,  by  giving  wealth  to  the  Scotch 
banks.  It  has  long  been  the  practice  in  Scotland  for 
all  classes,  but  principally  the  middle  and  the  lower 
classes,  to  deposit  any  money  for  which  they  had 
not  immediate  occasion  in  the  banks  on  interest. 
This  habit  originated  probably  in  various  circum- 
stances,— partly,  perhaps,  from  the  high  character 
of  the  original  chartered  banks, — partly  from  the 
distance  from  London  and  unfrequent  intercourse 
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with  it,  which  would  render  investments  in  the 
public  funds  an  operation  of  too  much  complexity 
to  be  engaged  in  by  any  but  individuals  of  the 
highest  classes, —  partly,  perhaps,  at  an  early 
period,  and  among  no  inconsiderable  portion  of 
the  people,  from  distrust  of  the  security  of  the 
British  funds,  and  disaffection  to  the  central 
government : — whatever,  however,  were  the  causes 
which  gave  rise  to  the  practice,  it  has  proved  of 
admirable  effect,  as  well  for  the  interests  of  the 
banks  as  of  the  community.  It  has  tended  in  a 
high  degree  to  foster  that  spirit  of  providence  and 
frugality  which  constitutes  so  valuable  a  part  of 
the  Scotch  character,  affording  in  great  measure 
to  the  humbler  classes  of  the  people,  the  ad- 
vantages of  savings'  banks  almost  half  a  century 
before  those  admirable  institutions  were  known  in 
this  country.  To  the  banks,  these  deposits  became 
a  source  of  enormous  profit.  Scotland  during  the 
last  half  century  has  greatly  and  steadily  increased 
in  wealth; — during  the  war,  and  when  the  market 
rate  of  interest  was  high,  the  Scotch  banks  had 
always  large  sums  which  they  could  employ  at  a 
much  higher  rate  of  interest  than  they  allowed ; 
and  since  its  termination,  they  have  profited  by 
the  great  advance  of  price  on  the  large  amounts 
they  held  in  the  public  funds. 

I  have  alluded  to  instances  of  failure  among  the 
unchartered  bants, —  one  of  those  instances,  the 
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well-known  case  of  the  Ayrshire  Bank,  is  pregnant 
with  instruction, — it  affords  a  complete  illustration 
of  the  working  of  the  unlimited  liability  system, 
of  which  the  very  essence  is  to  substitute,  as  well' 
on  the  part  of  the  public  as  of  the  shareholders  of 
a  bank,  a  vague  reliance  on  the  aggregate  for- 
tunes of  the  partners  for  those  immediate  money 
resources  which  must  of  necessity  be  looked  to 
in  the  case  of  banks  of  limited  liability.  The 
Ayrshire  Bank  commenced  business  in  1769, 
having  branches  at  Edinburgh  and  Dumfries; — in 
its  constitution, — the  grounds  on  which  it  was 
established,  and  the  course  it  ran,  it  resembled 
but  too  closely  the  joint-stock  banks  of  the  pre- 
sent day.  The  narrative  of  its  brief  existence 
might,  "  mutato  nomine,"  serve  (with  the  excep- 
tion I  trust  of  the  catastrophe)  for  the  history 
of  more  than  one  of  these  establishments.  It  was 
formed  avowedly  to  afford  more  liberal  accom- 
modation than  the  then  existing  Scotch  banks 
would  supply.  The  subscribed  capital  was 
16O,O00Z.,  of  which  nominally  80  per  cent.,  or 
128,000/.,  was  paid  up;  but  many  of  the  pro- 
prietors were  allowed  to  borrow  as  much  of  the 
bank  as  they  paid,  on  all  but  their  first  instal- 
ment. The  estates  of  the  proprietors  were  worth 
several  millions,  and,  by  their  subscription  to  the 
bond  or  contract  of  the  bank,  really  pledged  for 
answering  its  engagements.  "  By  means  of  the 
"  great  credit  which  so  great  a  pledge  necessarily 
"  gave,  it  was,"  says  Adam   Smith,  "  notwith- 
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"  standing  its  too  liberal  conduct,  enabled  to 
"  carry  on  business  for  more  than  two  years." 

It  suspended  its  payments  in  1772,  and  when 
it  had  stopped,  it  was  found  to  have  advanced 
upwards  of  800,000/.  to  its  customers,  200,000/. 
by  means  of  a  circulation  of  notes,  600,000/.  of 
money  procured  on  credit  in  London. 

The  results  of  its  operations  are  thus  stated 
by  Smith  :  —  "  By  affording  temporary  relief 
"  to  speculators  and  projectors,  and  enabling 
4'  them  to  get  more  deeply  in  debt,  it  in  the  long 
M  run  aggravated  that  real  distress  of  the  country 
"  which  it  meant  to  relieve — by  enabling  the  old 
"  Scotch  banks  to  close  their  accounts  with  all 
"  such  persons,  it  relieved  from  a  very  great 
"  distress  those  rivals  whom  it  meant  to  sup- 
"  plant*."  I  would  venture  to  recommend  to 
the  perusal  of  the  reader,  the  dissertation  on 
banking  in  the  "  Wealth  of  Nations,"  from 
which  the  foregoing  particulars  are  extracted ; 
the  opinions,  on  this  subject,  of  the  acute  and 
philosophical  writer  of  that  great  work,  are  at  this 
moment  well  deserving  of  mature  consideration. 

On  a  careful  review  of  the  circumstances  to 
which  I  have  adverted,  it  would  appear  that  the 
historv  of  Scotch  banking  does  not  furnish  any 
illustration  in  disproof  of  the  proposition,  that  ex- 
perience shows  unlimited  liability  not  to  suffice  to 

*  In  this  particular  also,  unless  I  have  been  much  mis- 
informed, it  was  but  the  anti-type  of  some  of  its  modern 
successors. 
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produce  stability  in  banking.  To  adopt  that  prin- 
ciple, because  it  has  been  found  co-existent  with 
stability  in  Scotland,  to  a  greater  extent  than 
elsewhere,  would  be  not  merely  to  mistake  that 
which  was  immaterial  for  that  which  was  essen- 
tial, but  to  select,  for  imitation,  the  noxious  and 
dangerous  part  of  the  Scotch  system,  instead  of  the 
salutary  and  controlling  principles  by  which  its 
influence  was  counteracted.  At  least  as  good 
an  argument  might  have  been  drawn  from  the 
constitution  of  the  Scotch  banks,  in  favour  of 
retaining  the  limitation  of  the  number  of  partners 
to  six,  as  in  favour  of  unlimited  liability.  Of  the 
twenty -nine  unchartered  Scotch  banks,  nine  have 
not  more  than  six  partners  each,  and  seven  others 
less  than  twenty  each.  The  Scotch  system  did 
not  originate  with  banks  of  unlimited  liability; 
there  is  no  evidence  of  that  principle  having 
tended  to  its  stability.  That  stability  may  be 
accounted  for  by  other  circumstances,  and  the 
annals  of  Scotch  banking  afford  more  than  one 
instance  in  favour  of  the  presumption  that,  but 
for  those  peculiar  circumstances,  unlimited  liabi- 
lity would,  in  Scotland,  as  elsewhere,  have  pre- 
\  ented  the  establishment  of  a  sound  system. 

But  the  Reviewer  does  not  wholly  rely  for  the 
stability  of  joint-stock  banks,  on  the  principle  of 
unlimited  liability.  He  recommends  that  certain 
regulations  should  be  brought  in  aid  of  its 
operation.     These  are  mainly  the  two  following  : 
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he  names  others,  but  lays  on  them  little  or  no 
stress. 

1st. — The  periodical  publication  of  the  names 
of  the  shareholders  of  joint-stock  banks. 

2nd. — That  they  should  be  compelled  to  give 
security  for  their  issues  of  notes. 

The  first  of  these  provisions,  I  believe  to  be 
wholly,  or  almost  wholly  unimportant  :  the 
second,  I  think,  would  be  injurious.  But  what 
are  his  reasons  in  support  of  them  ? 

On  behalf  of  the  former,  he  says  : — 

"  The  chief  defect  of  the  present  system  is,  that  the  puhlic 
have  no  accurate  knowledge  of  the  parties  with  whom  they 
are  dealing.  They  know  that  a  bank  has  a  certain  number  of 
partners,  but  they  do  not  know  who  those  partners  are, 
whether  they  are  men  of  straw  or  millionaires  !  If  this  indis- 
pensable knowledge  were  supplied,  then  every  one  would  be 
able  to  judge  for  himself  as  to  the  degree  of  confidence  to  be 
placed  in  the  concern.  And  the  fact  of  their  names  being 
held  forth  to  the  public  as  the  responsible  parties,  would 
make  all  those  partners  who  had  any  thing  to  lose,  more  alive 
to  the  risk  they  incur,  and  more  attentive,  consequently,  to 
the  way  in  which  the  affairs  of  the  partnerships  are  managed." 

Without  such  publication,  the  principle  of 
unlimited  responsibility  is,  no  doubt,  imperfectly 
worked  out.  I  stated  so  in  the  House ;  but  I 
then  laid  little  stress  on  any  such  provision,  and 
cannot,  in  the  arguments  of  the  Reviewer,  see  the 
slightest  reason  for  changing  my  opinion.  The 
publication  of  the  names  would,  it  seems,  have 
the   two-fold   effect  of  putting  the  public  on  its 


107 

guard,  and  rendering  the  shareholders  more 
eautious.  Now,  except  in  the  very  neighbour- 
hood where  the  bank  carried  on  its  operations, 
the  publication  of  the  names  of  the  proprietors 
could  give  but  little  information.  What  would 
a  resident  in  London  know  of  the  solvency  of 
a  thousand  Thomas  Browns  and  John  Smiths, 
residing  in  Manchester  or  Birmingham?  Whilst 
in  the  neighbourhood  of  the  bank,  the  fact  of  the 
leading  proprietors  having  quitted  it,  could  not 
be  long  concealed.  But  allowing  to  this  pro- 
vision the  whole  effect  which  the  Reviewer  claims 
for  it,  in  making  the  public  aware  of  the  names 
and  solvency  of  the  shareholders  of  a  joint-stock 
bank,  it  is  evident  that  it  does  not,  in  the  slightest 
degree,  touch  the  real  sources  of  danger.  The 
danger  to  be  dreaded  in  unlimited  liability  is,  not 
that  the  public  should  repose  an  unwarranted 
reliance  on  the  ultimate  solvency  of  a  bank,  but 
that  it  should  rely  on  it  at  all, — and  that  the  credit 
obtained  by  a  bank  should  be  thus  commen- 
surate, not  merely  with  resources  that  are, — but 
with  those  which  are  not  available  in  time  of 
need.  This  is  the  real  evil,  and  would  clearly 
not  be  affected  by  the  most  accurate  knowledge 
of  who  were,  or  who  were  not,  partners  in  a 
bank. 

As  to  the  assertion,  that  such  publication 
"  would  make  all  those  parties,  who  had  any 
"  thing  to  lose,  more  alive  to  the  risk  they  incur, 
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"  and  more  attentive,"  &c.  &c,  it  is  scarcely 
worthy  of  the  writer,  or  of  serious  refutation. — To 
suppose  that  a  man,  who  was  not  stimulated  to 
attention,  by  a  knowledge  that  his  whole  fortune 
was  at  stake,  would  be  roused  to  greater  watch- 
fulness by  the  insertion  in  the  newspaper  of  the 
fact  of  his  being  a  partner,— a  matter  probably 
already  of  universal  notoriety,  appears  to  me  idle 
indeed.  I  see,  I  confess,  no  sufficient  reason  to 
believe,  that  the  career  of  the  existing  joint-stock 
banks  would  have  been,  in  any  degree  worth 
naming,  different  from  what  it  has  been,  had  the 
provision,  as  to  the  publication  of  names  of  the 
shareholders,  formed  part  of  the  Act  of  1826. 
Such  a  regulation,  however,  is  at  worst  innoxious, 
and  might,  perhaps,  not  wholly  without  advan- 
tage, form  part  of  an  amended  law,  based  on 
unlimited  liability. 

The  second  suggestion,  viz.  that  banks,  issuing 
notes,  should  give  security  for  the  amount  of 
their  issues,  is  of  yet  more  questionable  value. 
There  are,  in  the  arguments  by  which  this 
suggestion  is  supported,  at  once  an  inaccuracy 
in  the  use  of  terms  and  confusion  of  thought, 
which  I  confess  I  should  not  have  expected  in 
such  a  quarter. 

"  Banks  of  issue/'  says  the  Reviewer,  "  supply  what  is 
really  and  practically  a  part  of  the  ordinary  currency  of  the 
country,  quite  as  much  so  indeed  as  either  gold  or  silver 
coin  ;  and  it  is  as  much  the  bounden  duty  of  Government  to 
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make  sure  that  their  notes  shall  be  truly  of  the  value  they 
represent,  as  it  is  their  duty  to  make  sure  that  coins  are  of 
the  standard  weight  and  purity.  Now,  to  effect  this,  there 
is,  as  we  have  shown  on  several  occasions,  but  one  way,  and 
that  is  to  make  the  issuers  of  notes  give  security  for  their 
payment."  *  *  *  * 

"  It  has  been  said,  indeed,  that  the  adoption  of  this  plan 
would  make  an  unfair  distinction  among  the  creditors  of  a 
bank  ;  and  that  those  who  have  deposited  money  in  its  coffers, 
are  as  well  entitled  to  protection  as  those  who  hold  its  notes. 
But  this  is  to  confound  things  that  are  radically  distinct.  It  is 
the  duty  of  Government  to  provide  that  the  currency  of  the 
country,  or,  which  is  the  same  thing,  that  the  measure  of 
value,  be  maintained  as  invariable  as  possible.  Certainly, 
however,  it  is  no  part  of  its  duty  to  guarantee,  or  provide  for, 
the  solvency  of  those  to  whom  persons  lend  money  or  any 
thing  else." 

What  can  be  meant  by  "  the  measure  of  value 
"  being  maintained   as  invariable  as  possible?" 
In  what  sense  is  a  51.  note  a   measure  of  value 
more   than   a   bill    of    50/.    at   three     days'    or 
three    months'    sight  ?     Both    have  reference  to 
the   coin    of  the  realm,  a  commodity    of  value, 
and     therefore    an     instrument     for     measuring 
the    value    of    other     commodities ;    neither    is 
it   in   itself  a   measure  of  value.      But,  waiving 
this  inaccuracy,  which  I  admit  to  be  in  terms, 
rather  than  in  substance,  as  the  issue  of  notes  does 
affect  the  relation  borne  by  money  to  other  com- 
modities, and  considering  5/.  notes  equally  with 
the  coin  for  which  they  are  substituted  as  a  mea- 
sure of   value,  has   the   regulation  proposed  the 
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slightest  tendency  to  preserve  that  measure 
invariable  ?  I  had  thought  there  was  no  one 
proposition  upon  which  the  best  authorities 
in  political  economy  were  more  completely 
agreed  than  this,  that  the  value  of  a  currency, 
its  power  over  other  commodities  —  its  fluc- 
tuations as  "  a  measure  of  value,"' — depended 
on  one  single  circumstance,  viz.  its  quantity ;  and 
that  a  paper  currency  issued  in  excess  was  depre- 
ciated (and  if  convertible  into  coin,  depreciated 
the  coin  also,  as  long  as  the  latter  circulated  in 
conjunction  with  it),  not  from  a  doubt  of  its 
solidity,  but  because  the  supply  exceeded  the 
demand,  exceeded  in  quantity,  that  is,  the  coin  for 
which  it  was  substituted.  If  the  bank  of  England 
and  the  country  banks  were  to  increase  the  issue 
of  notes  ten  millions,  would  the  rise  of  prices  or 
fall  of  the  exchangeable  value  of  money  which 
would  ensue,  arise  from  any  opinion  that  the  notes 
were  less  likely  to  be  paid  ?  Would  there  not,  on 
the  contrary,  be  an  apparent  prosperity  and  a 
general  confidence  in  the  stability  of  every  thing 
and  every  body  ?  Were  the  case  reversed,  would 
the  fall  of  prices,  or  rise  in  the  exchangeable  value 
of  money,  proceed  from  any  supposition  that  the 
notes  were  more  likely  to  be  paid  on  demand? 
Assuredly  not.  There  would  be  great  apparent 
distress,  and  a  disposition  to  doubt  the  solvency  of 
all  issuers  of  paper.  To  say,  therefore,  that  the  re- 
quiring a  security  for  notes  issued  has  a  tendency 
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to  preserve  them  invariable  as  a  measure  of  value, 
is  either  to  use  words  which  have  no  meaning,  or 
to  mean  that  which  is  completely  erroneous*. 

The  writer  confounds  two  things  wholly  dis- 
tinct ; — the  trustworthiness  of  notes  depending 
on  the  solvency  of  the  issuers,  and  their  effect 
on  the  prices  of  commodities  depending  on 
the  quantity  in  circulation.  With  regard  to  the 
latter,  we  have  seen  that  the  proposed  regulation 
would  have  no  effect,  let  us  see  what  are  the  rea- 

*  The  really  serious  evil  incident  to  the  use  of  paper 
money,  is  the  danger  of  its  being  issued  in  excess — against 
this  danger,  the  proposed  regulation  affords  no  protection. 
If  ten  millions  of  notes  on  the  security  of  twenty  millions  of 
consols  were  issued  to-morrow,  their  effects  on  the  welfare 
of  the  community  would  be  as  ruinous  as  if  they  had  been 
issued  by  parties  not  worth  a  shilling.  There  is,  in  truth, 
but  one  course  by  which  we  can  hope  to  place  the  currency 
in  a  permanently  sound  and  healthy  state,  viz. — by  not  con- 
ceding to  any  private  parties  whatsoever,  whether  individuals, 
associations,  or  bodies  corporate,  the  privilege  of  issuing  notes. 
That  power  should  be  in  the  hands  of  the  state  alone.  To 
such  course  justice  and  sound  policy  alike  point ; — justice, 
because  in  whatever  advantage  is  to  be  derived  from  the 
substitution  of  paper  for  metallic  money,  every  member  of 
the  community  is  entitled  to  participate ; — policy,  because  by 
such  course  alone  can  this  dangerous  power  be  secured  from 
the  abuses  which  cupidity  or  ignorance  may  engender.  The 
difficulties  which  have  been  apprehended  from  vesting  this 
power  in  a  parliamentary  commission  will,  I  am  satisfied, 
when  fairly  grappled  with,  prove  to  be  wholly  imaginary ;  I 
exceedingly  doubt  whether  there  be  one  practical  "  reform" 
in  our  power  to  effect,  of  such  unmixed  good. 
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sons  for  interference  to  secure  the  payment  of  pro- 
missory notes  on  the  former  ground.  They  are 
stated  by  the  Reviewer  to  be  twofold. — First,  be- 
cause they  fall  into  the  hands  of  persons  eminently 
deserving  the  protection  of  the  state,  as  well  from 
their  inability  to  form  a  sound  judgment  as  to 
the  trustworthiness  of  such  an  instrument,  as  from 
the  calamitous  effect  on  their  slender  means  of  a 
loss,  in  the  event  of  non-payment : — and,  secondly, 
because  the  holders  of  notes,  being  the  most 
likely  class  to  create  a  run  on  banks — the  dif- 
fusion of  a  full  persuasion  that  all  notes  must  be 
ultimately  paid,  lessens  the  risk  of  panic. 

Now  both  these  reasons  for  interference  have 
greatly  lost  their  weight  since  the  suppression  of 
the  \l.  notes.  A  51.  note  can  but  rarely  be  in 
possession  of  one  of  the  humbler  classes; — it 
can  still  more  rarely  remain  there  long.  A 
labourer  of  such  merit  and  frugal  habits  as  to 
save  51.,  would,  in  the  great  majority  of  cases, 
be  a  depositor  in  a  savings'  bank.  The  holders 
of  51.  notes  will  be  found  to  be,  in  a  great  mea- 
sure, persons  having  bankers'  accounts;  and 
who,  of  course,  would  only  apply  to  have  notes 
cashed  under  the  same  circumstances  which  would 
induce  them  to  withdraw  the  money  they  had 
deposited.  Such  holders  of  the  notes  of  a  bank 
as  either  have  accounts  with  some  other  bank,  or 
no  banking  accounts  at  all,  are  yet,  I  apprehend, 
generally  in   a   class   of  life  which   renders  it  not 
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very  probable  that  they  should  be  subject  to 
panic. 

The  evils  which  would  be  obviated,  therefore, 
by  such  a  regulation,  do  not  appear  to  be 
considerable,  whilst  it  would  tend  possibly,  I 
think,  to  create  some  serious  inconveniences.  In 
the  first  place,  it  would  hamper  the  funds  of  a 
bank,  and  might,  perhaps,  place  it  in  serious 
difficulties,  by  impounding  a  considerable  portion 
of  ready  money  as  a  provision  against  a  danger 
that  did  not  threaten,  when  it  would  have  been 
of  the  very  greatest  value  in  meeting  urgent 
demands  of  another  nature.  In  the  second,  it 
would  give  greater  boldness  to  banks  in  issuing 
paper,  thus  presenting  the  temptation  to  afford 
accommodation  more  freely,  whilst,  as  noticed 
above,  it  would  narrow  the  resources  from  which 
general  demands  must  be  met. 

If  there  be  any  ground  for  these  apprehensions, 
if  there  be  the  slightest  reason  for  supposing  that 
the  proposed  regulation  would  lessen  the  general 
stability  of  joint-stock  banks,  its  adoption  would 
be  but  of  very  questionable  policy ;  it  would  be, 
a  very  slight  compensation  for  the  calamity  of 
a  bank  of  extensive  business  stopping  payment, 
that  its  promissory  notes  should  be  paid  in  full. 
The  public,  I  believe,  is  not  generally  aware  how 
small  a  portion  bank  notes  constitute  of  the 
effective  circulation  of  the  country.  How  limited 
are  the  functions  they  perform  in  the  daily  money 
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transactions  of  the  community.  The  vast  daily 
payments  of  London,  amounting  to  many  mil- 
lions, are  effected  by  the  transfer  of  a  few  hundred 
thousand  pounds,  in  notes,  at  the  settling  house, 
and  throughout  the  country,  a  great  majority  of 
the  payments  and  receipts  (it  may  be  said  all, 
but  such  as  are  of  trifling  amount),  are  effected 
without  the  intervention  of  notes  or  coin,  by  the 
wide  extension  of  the  facilities  of  banking  and 
the  improved  methods  of  transacting  business, 
to  which  rapid  and  constant  communication  be- 
tween the  different  parts  of  the  kingdom  has 
given  rise.  I  believe  that,  in  all  cases,  the  de- 
posits of  country  banks  exceed,  in  a  very  large 
ratio,  the  amount  of  their  circulation.  Among 
the  joint-stock  banks,  recently  as  they  have  been 
established,  the  proportion  may  be  stated  as  three 
to  one.  Mr.  Forster,  a  banker  at  Walsall, 
stated,  in  his  evidence  before  the  committee  on 
the  renewal  of  the  bank  charter  in  1832,  that  his 
issue  of  notes  formed  one-sixth,  the  deposits  of 
his  customers,  five-sixths  of  his  liabilities.  Before 
the  committee  of  last  session,  Mr.  Martin,  of 
Norwich,  stated,  that  the  circulation  of  the  great 
banking  establishment,  with  which  he  is  con- 
nected, does  not  exceed  one-sixteenth  of  the 
money  deposited  with  it. 

When,  therefore,  we  have  disembarrassed  the  ques- 
tion as  to  the  expediency  of  requiring  security  for 
bank  notes,  from  any  connection  with  the  main- 


115 

tenance  of  the  uniformity  of  the  measure  of  value, — 
when  it  is  seen  to  be  merely  a  question  whether  a 
particular  class  of  the  creditors  of  a  bank  should  be 
taken  under  the  especial  protection  of  the  legis- 
lature,— it  would  seem  to  be  more  than  doubtful, 
from  the  considerations  adverted  to,  whether  there 
be  a  sufficient  ground  for  such  preference, — whe- 
ther, in  requiring  such  surety,  we  are  not  providing 
against  the  lesser,  whilst  we  overlook  the  greater 
danger, — whether,  indeed,  we  are  not  removing  a 
useful  and  operative  check  on  improvidence,  and 
giving  solidity  to  one  small  portion  of  the  fabric 
at  the  price  of  diminished  security  of  the  whole. 

Such  then  are  the  regulations,  either  unimport- 
ant or  objectionable,  which  the  Reviewer, — the 
matter,  as  he  says,  being  urgent, — presses  on  the 
legislature  to  adopt  for  the  improvement  of  the 
constitution  of  joint-stock  banks; — such  are  the 
remedies  he  suggests  for  those  evils  existing  under 
our  present  system,  of  which  he  gives  so  vivid  a 
description.  No  other  regulations,  he  thinks,  are 
of  the  slightest  value.  If  this  be  true, — if  no 
regulations  can  be  framed  for  the  good  govern- 
ment of  joint-stock  banks,  of  more  avail  than 
those  which  he  has  recommended, — we  may  give 
up  the  task  of  legislating  concerning  them,  in 
despair.  But  from  this  opinion  I  dissent,  not 
only  as  regards  the  regulations  necessary  for  the 
practical  application  to  joint-stock  banking  of  the 
three  great  principles  for  which  I  contend,  but 


also  as  regards  many  restrictions  and  limitations 
which,  stopping  short  of  the  application  of  those 
principles,  the  legislature  might  usefully  and  pro- 
perly impose  on  such  associations. 

Into  the  nature  of  such  regulations  it  would  be 
foreign  to  my  present  purpose  to  enter.  My  object, 
as  I  have  already  stated,  was  to  develope  more 
fully  than  was  in  my  power  on  moving  for  the 
committee,  the  principles  on  which  legislation  on 
this  matter  should  proceed — not  to  dictate  the 
precise  form  which  the  application  of  those  prin- 
ciples should  assume.  It  appears  to  me,  I 
confess,  that  there  are  sufficient  grounds  for 
apprehending  that  any  legislative  scheme  for  the 
regulation  of  joint-stock  banks  will  be  imperfect, 
which  does  not  comprehend  limited  liability, 
paid-up  capital,  and  publicity  of  accounts.  I 
know  not  whether  I  may  have  succeeded  in  ren- 
dering those  grounds  as  clearly  apparent  to  the 
minds  of  others,  as  I  fancy  them  to  be  to  my  own 
apprehension ;  should  I  have  succeeded  in  carry- 
ing with  me  the  judgment  of  my  readers,  they 
will  not  be  indisposed  to  concur  with  me  in  the 
following  conclusions  : — 

First,  —  That  the  object  of  legislation  with 
respect  to  banking  should  be,  to  promote  the 
formation  of  banks,  which  should  not  only  be 
ultimately  solvent,  but  prepared  at  all  times  to 
meet  their  engagements. 

Second/i/, — That,  to  be  permanently  thus  pre- 
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pared,  banks  should,  in  addition  to  being  pru- 
dently conducted,  have  at  command  funds  not 
the  property  of  their  customers. 

Thirdly, — That  such  resource  is  to  be  found 
only  in  paid-up  capital. 

Fourthly, — That  the  necessity,  and  therefore 
the  justice,  of  requiring  paid-up  capital,  is  not  so 
apparent  in  the  case  of  banks  of  unlimited  as  of 
limited  liability. 

Fifthly, — That,  were  paid-up  capital  required 
from  banks  of  unlimited  liability,  the  danger 
would  still  remain, — that  the  credit  enjoyed 
by  banks  so  constituted,  and  the  engagements  to 
which  that  credit  would  lead,  would  be  commen- 
surate,— not  with  the  paid-up  capital  merely,  but 
with  the  supposed  aggregate  wealth  of  the  partners, 
— commensurate,  therefore, — not  with  resources 
which  were, — but  with  resources  which  were  not, 
— available  on  emergency. 

Sixthly, — That  there  are  no  sufficient  grounds, 
either  from  a  priori  reasoning,  or  experience,  for 
believing  that  unlimited  liability  will  operate  as  a 
security  against  this  danger,  or  secure  the  stability 
of  a  banking  system. 

Seventhly, — That  unlimited  liability  has  a  ten- 
dency to  deter  persons  of  fortune,  intelligence, 
and  respectability,  from  becoming  partners  or 
managers  of  joint-stock  banks. 

Eighthly,  —  That  limited  liability,  combined 
with  paid-up  capital  and  publicity,  would  substi- 
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tute, — for  that  feeling  of  responsibility  on  the  part 
of  those  concerned  in  banks  which  has  been 
found  inefficient,  the  vigilance  of  the  public ;  and 
for  a  vague  reliance  on  resources, — of  which  the 
extent  cannot  be  known,  and  which  may  not  be 
forthcoming  on  emergency, — a  credit  commensu- 
rate with  the  funds  actually  in  possession  of  the 
bank,  and  the  prudence  with  which  those  funds 
were  administered. 
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COMMONWEALTH    OF   MASSACHUSETTS, 

1829. 


An  Act  to  regulate  Banks  and  Banking. 

Sec.  I.  Be  it  enacted  by  the  Senate  and  House  of  Re- 
presentatives, in  general  court  assembled,  and  by  the 
authority  of  the  same,  That  from  and  after  the  passing  of 
this  Act,  every  bank  which  shall  receive  a  charter  from  or 
by  authority  of  this  commonwealth,  and  every  bank  whose 
capital  shall  be  increased,  or  whose  charter  shall  be  ex- 
tended, shall  be  governed  by  the  following  rules :  and  sub- 
jected to  all  the  duties,  limitations,  restrictions,  liabilities, 
and  provisions  contained  in  this  Act. 

Sec.  2.  And  be  it  further  enacted,  That  every  bank  in- 
corporated by  the  authority  aforesaid,  shall  be  a  corporation 
by  the  name  of  the  president,  directors,  and  company  of  the 
bank  (the  blank  to  be  filled  as  the  case  may 
require),  capable  in  law  to  sue  and  be  sued  to  final  judgment 
and  execution,  to  have  and  use  a  common  seal,  and  the  same 
at  pleasure  again  to  break,  alter,  and  renew,  and  also  to 
establish  and  put  in  force  such  bye-laws  and  regulations  as  to 
them  shall  appear  necessary  and  convenient  for  the  govern- 
ment of  said  corporation,  and  at  any   legal  meeting  of  the 
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stockholders  duly  called  therefore,  by  a  majority  of  votes, 
the  same  to  alter,  amend,  or  annul,  and  to  substitute  others 
in  their  place,  as  shall  seem  to  them  right  and  expedient, 
which,  being  entered  on  their  books,  shall  be  valid  and  bind- 
ing, provided  that  such  bye-laws  and  regulations  shall  in 
no  wise  be  contrary  to  the  constitution  and  laws  of  this 
commonwealth  ;  and  said  banking  corporations  are  hereby 
made  capable  in  law  to  have,  hold,  purchase,  receive,  pos- 
sess, and  retain,  to  them,  their  successors,  and  assigns,  lands, 
rents,  tenements,  and  hereditaments,  to  an  amount  autho- 
rised by  law,  with  power  to  bargain,  sell,  and  dispose  of  the 
same,  and  to  loan  and  negotiate  their  moneys  and  effects,  by 
discounting  on  banking  principles,  on  such  security  as  they 
shall  think  advisable. 

Sec.  3.  Be  it  further  enacted,  That  no  bank,  except 
such  as  are  now  incorporated,  shall  go  into  operation,  make 
discounts,  loan  money,  emit  bills,  or  promissory  notes,  until 
fifty  per  centum,  at  least,  of  its  capital  stock  shall  have  been 
paid  in  gold  and  silver  money,  and  existing  in  its  vaults, 
which  shall  have  been  examined  by  three  commissioners 
appointed  by  the  governor,  whose  duty  it  shall  be,  at  the 
expense  of  the  banks,  to  examine  and  count  the  money 
actually  in  the  vaults,  and  to  ascertain,  by  the  oaths  of  a 
majority  of  the  directors  of  said  bank,  that  its  capital  hath 
been  paid  in  by  the  stockholders  of  said  bank,  toward  pay- 
ment for  their  respective  shares,  and  not  for  any  other  pur- 
pose; and  that  it  is  intended  to  have  it  therein  remain  as  part 
of  said  capital,  and  to  return  a  certificate  thereof  to  the  go- 
vernor, and  no  loan  shall  be  made  to  any  stockholder  until 
the  full  amount  of  his  shares  shall  have  been  paid  into  the 
bank  ;  and  it  shall  not  be  lawful  for  any  bank  to  have  owing 
to  it,  on  loan,  on  a  pledge  of  its  own  stock,  a  greater  amount 
than  fifty  per  centum  of  its  capital  stock  actually  paid  in;  and 
no  part  of  the  capital  stock  of  any  bank  shall  be  sold  or 
transferred  until  the  whole  amount  thereof  shall  have  been 
paid  in. 
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Sec.  4.  Be  it  further  enacted,  That  the  amounts  of  bills 
issued  by  any  bank,  shall  not  at  any  one  time  exceed  twenty- 
five  per  centum  beyond  the  amount  of  the  capital  stock 
actually  paid  in,  and  no  loan  or  discount  shall  be  made,  nor 
shall  any  bill  or  note  be  issued  by  said  corporation,  or  by 
any  person  on  their  account,  in  any  other  place  than  at  the 
said  bank. 

Sec.  5.  Be  it  further  enacted,  That  the  total  amount  of 
debts  which  any  banking  corporation  shall  any  time  owe, 
whether  by  bond,  bill,  note,  or  other  contract,  shall  not 
exceed  twice  the  amount  of  its  capital  stock  actually  paid  in, 
exclusive  of  sums  due  on  account  of  deposits ;  nor  shall  there 
be  due  to  said  corporation  at  any  one  time,  more  than  double 
the  amount  of  its  capital  stock  actually  paid  in.  In  case  of 
excess  of  debts  so  due  from  said  bank,  the  directors,  under 
whose  administration  it  shall  happen,  shall  be  liable  for  the 
same  in  their  private  capacities,  and  an  action  of  debt  may 
in  such  case  be  brought  against  them,  their,  or  any  of  their 
heirs,  executors,  or  administrators,  in  any  court  proper  to 
try  the  same,  by  any  creditor  or  creditors  of  said  corpora- 
tion, and  may  be  prosecuted  to-  final  judgment  and  execu- 
tion, any  condition,  covenant,  or  agreement  to  the  contrary 
notwithstanding :  but  this  shall  not  be  construed  to  exempt 
said  corporation,  or  the  lands,  tenements,  goods,  or  chattels 
of  the  same,  from  being  also  liable  for,  and  chargeable  with 
said  excess.  Such  of  said  directors  who  may  have  been 
absent  when  said  excess  was  contracted  or  created,  or  who 
may  have  dissented  from  the  resolution,  or  act,  whereby  the 
same  was  contracted  or  created,  may  respectively  exonerate 
themselves  from  being  so  liable  by  forthwith  giving  notice  of 
the  fact,  and  of  their  absence  or  dissent,  to  the  governor  and 
council,  and  to  the  stockholders  at  any  general  meeting, 
which  they  shall  have  power  to  call  for  that  purpose. 

Sec.  6.  Be  it  further  enacted,  That  no  banking  corpora- 
tion within  and  under  the  authority  of  this  commonwealth, 
shall  vest,  use,  or  improve  any   of  its  moneys,  goods,  chat- 
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tels,  or  effects,  in  trade  or  commerce,  but  any  corporation 
aforesaid  may  sell  all  kinds  of  personal  pledges  lodged  with 
it  by  way  of  security,  to  an  amount  sufficient  to  reimburse 
the  sum  loaned,  with  interest  and  expenses.  Every  banking 
corporation  as  aforesaid,  may  hold  real  estate,  lands,  and 
tenements,  requisite  for  the  convenient  transaction  of  its 
business,  not  exceeding  twelve  per  centum  on  the  amount  of 
its  capital  stock,  unless  they  have  been,  or  shall  be  thereto 
specially  authorised,  exclusive  of  what  it  may  hold  on 
mortgage,  receive  on  execution,  or  take  as  security  for,  or 
in  payment  of,  any  debt  to  said  corporation,  and  no  more. 

Sec.  7.  Be  it  further  enacted,  That  none  but  a  member 
of  the  corporation  for  which  he  is  chosen  a  director,  being 
a  citizen  of,  and  resident  in  the  commonwealth,  shall  be 
eligible  to  that  office ;  and  a  majority  of  directors,  in  any 
bank,  shall  be  residents  within  the  county  where  the  bank 
is  located,  and  no  person  shall  be  a  director  in  two  banks 
at  one  and  the  same  time  ;  no  bank  shall  have  less  than  five 
or  more  than  twelve  directors,  to  be  determined  by  their 
bye-laws.  The  directors  shall  choose  one  of  their  own 
number  to  act  as  president,  and  in  case  of  the  absence  of  the 
president,  a  chairman  may  be  appointed  for  the  time  being. 
A  majority  of  the  directors  shall  always  be  necessary  to  con- 
stitute a  quorum  for  doing  business.  The  directors  may 
make  the  president  such  compensation  as  shall  appear  to 
them  reasonable. 

Sec.  8.  Be  it  further  enacted,  That  the  directors  shall 
be  chosen  by  ballot  annually,  at  a  meeting  held  on  the  first 
Monday  in  October,  by  the  stockholders,  at  such  time  and 
place,  within  the  city  or  town  where  said  bank  is  established, 
as  the  president  and  directors  for  the  time  being  may  de- 
signate, by  giving  public  notice  thereof  fourteen  days  pre- 
vious thereto,  in  some  newspaper  printed  in  the  county;  and 
if  there  be  no  newspaper  printed  in  said  county,  then  in 
some  one  in  the  city  of  Boston.  The  number  of  votes  to 
which   each  stockholder  shall  be  entitled,  shall  be  according 
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to  the  number  of  shares  he  shall  hold,  in  the  following  pro- 
portion :  That  is  to  say — For  one  share,  one  vote ;  and 
every  two  shares  above  one  shall  give  a  right  to  one  vote 
more,  provided  no  one  member  shall  have  more  than  ten 
votes ;  and  absent  members  may  vote  by  proxy,  such  proxy 
being  authorised  in  writing ;  vacancies  occurring  in  the 
board  of  directors  before  the  expiration  of  the  term  for 
which  they  were  chosen,  may  be  filled  at  any  meeting  of  the 
stockholders  called  for  that  purpose,  as  hereinbefore  pro- 
vided. In  like  manner,  the  directors  shall  have  power  to 
call  special  meetings  of  the  stockholders  as  often  as  they 
think  the  interest  of  the  corporation  may  require  it. 

Sec.  9-  Be  it  further  enacted,  That  the  directors  shall 
make  half-yearly  dividends  of  the  profits  of  the  bank.  The 
directors  shall  have  power  to  appoint  a  cashier,  clerks,  and 
such  other  officers,  for  carrying  on  the  business  of  this  bank, 
with  such  salaries  as  to  them  shall  seem  meet ;  and  such 
cashier,  clerks,  and  other  officers,  shall  retain  their  places 
until  removed  therefrom,  or  others  appointed  in  their  place. 

Sec.  10.  Be  it  further  enacted,  That  the  cashier,  before 
he  enters  on  the  duties  of  his  office,  shall  give  bond,  or 
bonds,  with  two  or  more  sureties,  to  the  satisfaction  of  the 
board  of  directors,  conditioned  for  the  faithful  performance 
of  the  duties  of  his  office :  Provided,  that  in  no  case  shall 
bonds  be  taken  for  a  less  sum  than  twenty  thousand  dollars, 
nor  a  greater  than  fifty  thousand  dollars.  It  shall  be  the 
duty  of  the  cashier  of  any  bank  aforesaid,  to  call  special 
meetings  of  the  stockholders  at  any  time  hereafter,  on  the 
application,  in  writing,  of  the  proprietors  of  twenty  per 
centum  of  the  capital  stock  thereof,  by  giving  fourteen 
days  public  notice  of  such  meeting,  in  the  manner  herein- 
before provided. 

Sec.  11.  Be  it  further  enacted,  That  in  case  the  officers 
of  any  banking  corporation  aforesaid,  in  the  usual  banking- 
hours,  shall  refuse  or  delay  payment  in  gold  or  silver 
money,  of  any  note  or  bill  of  said  corporation,  there  pre- 
sented for  payment,  the  said  corporation  shall  be  liable  to 
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pay,  as  additional  damages,  at  the  rate  of  twenty-four  per 
centum  per  annum,  for  the  time  during  which  such  payment 
shall  be  delayed  or  refused. 

Sec.  12.  Be  it  further  enacted,  That  in  case  of  any  loss 
or  deficiency  of  the  capital  stock  in  any  bank  aforesaid, 
which  shall  arise  from  the  official  mismanagement  of  the 
directors,  the  persons  who  are  stockholders  at  the  time  of 
such  mismanagement,  shall,  in  their  private  and  individual 
capacities,  be  respectively  liable  to  pay  the  same  :  Provided, 
however,  that  in  no  case  shall  any  one  stockholder  be  liable 
to  pay  a  sum  exceeding  the  amount  of  the  stock  actually 
then  held  by  him. 

Sec.  13.  Be  it  further  enacted,  That  the  holders  of  stock 
in  any  banking  corporation  aforesaid,  in  this  commonwealth, 
when  its  charter  shall  expire,  shall  be  chargeable  in  their 
private  and  individual  capacities,  and  shall  be  holden  for  the 
payment  and  redemption  of  all  bills  which  may  have  been 
issued  by  said  corporation,  remaining  unpaid,  in  proportion 
to  the  stock  they  may  respectively  hold. 

Sec.  14.  Be  it  further  enacted,  That  any  stockholder  of 
any  bank,  who  shall  have  been  obliged  to  pay  any  debt  or 
demand  against  said  bank  out  of  his  individual  property, 
shall  have  a  bill  in  equity,  originally  to  be  tried  in  the  su- 
preme judicial  court,  to  recover  the  proportional  parts  of 
such  sums  of  money  as  he  may  have  so  paid,  from  the  other 
stockholders,  who  may  be  equally  liable  for  the  same,  and 
such  damages  and  costs  as  the  court  may  decree,  and  said 
bill  in  equity  may  be  inserted  in  a  writ  of  attachment,  or 
original  summons. 

Sec.  15.  Be  it  further  enacted,  That  every  bank  shall 
be  kept  in  the  city  or  town  in  which  it  is,  or  shall  be  origi- 
nally established,  and  in  such  part  of  such  city  or  town  as  is 
prescribed  by  its  charter. 

Sec.  16.  Be  it  further  enacted,  That,  upon  any  requisi- 
tion of  the  Legislature,  each  banking  corporation  shall  loan 
to  the  commonwealth,  a  sum  not  exceeding  five  per  centum 
on  its  capital   stock  at  any  one  time,  reimbursable  by  five 
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annual  instalments,  or  at  any  shorter  period,  at  the  election 
of  the  commonwealth,  with  the  annual  payment  of  interest,  at 
a  rate  not  exceeding  five  per  centum  per  annum  :  Provided, 
That  the  commonwealth  shall  never  at  any  one  time  stand 
indebted  to  any  corporation,  without  its  consent,  for  a  larger 
sum  than  ten  per  centum  of  its  capital.  It  shall  be  the  duty 
of  the  treasurer  of  this  commonwealth,  whenever  he  shall 
have  occasion  to  borrow  any  sum  of  money  of  any  incorpo- 
rated bank,  under  and  by  virtue  of  any  authority  for  that 
purpose  given  by  any  act  or  resolve  of  this  commonwealth, 
to  give  notice  in  writing  to  the  president  or  cashier  of  any 
incorporated  bank  of  the  amount  which  he  has  occasion  to 
borrow,  and  demanding  of  said  bank  a  loan  of  the  same, 
conformably  to  the  provisions  of  this  act,  and  the  common- 
wealth will  hold  itself  responsible  for  any  money  borrowed 
of  any  bank  by  the  treasurer;  and  if  any  incorporated 
bank  aforesaid,  shall  neglect  or  refuse  for  the  space  of  thirty 
days  after  notice  given  as  aforesaid,  to  loan  to  the  said  trea- 
surer the  sum  so  demanded,  said  bank  shall  forfeit  and  pay 
into  the  treasury  of  this  commonwealth,  the  sum  of  two 
per  centum  per  month  upon  the  amount  of  any  sum  so  de- 
manded, and  so  after  that  rate  for  a  shorter  or  longer  time, 
so  long  as  said  neglect  or  refusal  to  comply  with  such  de- 
mand of  said  treasurer  shall  continue  :  Provided,  That  the 
notice  demanding  such  loan  shall  be  accompanied  by  an 
attested  copy  of  such  act  or  resolve,  and  shall  be  approved 
by  the  governor  in  writing;  and  it  shall  be  the  duty  of  the 
treasurer,  at  the  expiration  of  one  month  after  said  demand 
shall  have  been  made,  to  institute  an  action,  in  the  name  of 
and  for  the  use  of  this  commonwealth,  in  any  court  of  com- 
petent jurisdiction,  against  the  bank  so  neglecting  or  refusing 
for  the  recovery  of  the  said  penalty,  and  so  from  month  to 
month,  to  institute  similar  suits  for  the  recovery  of  the  pe- 
nalty aforesaid,  so  long  as  such  neglect  or  refusal  shall  con- 
tinue; and  it  shall  also  be  the  duty  of  said  treasurer,  upon 
obtaining  judgment  and  execution  on  any  such   action   or 
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actions,  to  cause  the  amount  thereof  to  be  forthwith  levied 
upon  the  goods,  chattels,  or  lands  of  the  bank,  against  which 
the  same  shall  have  been  obtained.  It  shall  be  the  duty  of 
the  treasurer,  in  making  the  demand  aforesaid  of  any  bank 
or  banks,  to  equalize,  as  far  as  is  conveniently  practicable, 
the  amount  of  such  demand  among  the  several  banks  within 
the  commonweath,  having  reference  to  the  amount  of  the 
obligation  of  each  bank  to  loan  to  the  commonwealth,  and 
to  the  amount  previously  borrowed  of  each  bank,  under  the 
authority  thereof. 

Sec.  17.  Be  it  further  enacted,  That  any  committee 
especially  appointed  by  the  Legislature  for  the  purpose,  shall 
have  a  right  to  examine  into  the  doings  of  any  banking  cor- 
poration chartered  under  the  authority  of  this  commonwealth, 
and  shall  have  free  access  to  all  their  books  and  vaults ;  and 
if,  upon  such  examination,  it  shall  be  found,  and  after  a  full 
hearing  of  said  corporation  thereon,  be  determined  by  the 
Legislature,  that  said  corporation  have  exceeded  the  powers 
granted  them,  or  failed  to  comply  with  any  of  the  rules, 
restrictions,,  and  conditions  provided  in  the  laws  relating  to 
them,  their  charter,  thereupon,  may  be  declared  forfeit  and 
void;  and  if  an  officer  of  any  bank,  or  other  person  having 
charge  of  the  books  and  property  of  any  bank,  shall  refuse 
or  neglect  to  exhibit  said  books  and  property,  or  shall  in  any 
way  obstruct  said  examination  by  a  committee  as  aforesaid, 
he  or  they,  so  offending,  shall  be  guilty  of  a  misdemeanor, 
and  on  conviction  thereof,  shall  be  punished  by  a  fine  not 
exceeding  ten  thousand  dollars,  or  imprisonment  not  exceed- 
ing three  years,  at  the  discretion  of  the  court. 

Sec.  18.  Be  it  further  enacted,  That  in  addition  to  the 
capital  stock  to  which  any  bank  may  be  entitled  by  its  act  of 
incorporation,  the  commonwealth  shall  have  a  right  to  sub- 
scribe thereto  an  amount  not  exceeding  fifty  per  centum  of 
.  its  authorised  capital,  whenever  provision  shall  be  made 
thereto  by  law  :  and  the  commonwealth,  from  the  time  of 
making  any  such  payment  towards  the  capital  stock  of  any 
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such  bank,  shall  be  entitled  to  their  proportionate  share  of 
the  profits  and  dividends  arising  from  the  amount  thereof. 

Sec.  19.  Be  it  further  enacted,  That,  in  addition  to  the 
directors  authorised  by  law  to  be  chosen  by  the  stockholders 
in  the  several  banks,  the  Legislature  shall  have  a  risrrj't  from 
time  to  time  to  appoint  a  number  of  directors  in  any  bank, 
in  such  proportion  as  the  sums  paid  from  the  treasury  of  the 
commonwealth  towards  the  stock  of  said  bank  shall  bear  to 
the  whole  amount  of  stock  actually  paid  into  the  said  bank,  if 
at  any  time  hereafter  they  shall  see  fit  to  exercise  that  right. 

Sec.  20.  Be  it  further  enacted,  That  every  bank  shall  be 
liable  to  pay  to  any  bond  fide  holder  the  original  amount  of 
any  note  of  said  bank  altered  in  the  course  of  its  circulation 
to  a  larger  amount,  notwithstanding  such  alteration. 

Sec.  21.  Be  it  further  enacted,  That  every  bank  shall, 
within  ten  days  after  the  first  Mondays  in  October  and 
April,  annually  pay  to  the  treasurers  of  this  commonwealth, 
for  the  use  of  the  same,  a  tax  of  one-half  of  one  per  centum 
on  the  amount  of  such  part  of  their  original  stock  as  shall 
have  been  actually  paid  in  by  the  stockholders  in  the  respec- 
tive banks:  Provided,  That  if  any  portion  of  the  capital 
stock  shall  not  have  been  paid  in  six  months  previous  to  said 
days,  then  the  tax  on  such  portion  shall  be  paid  in  proportion 
to  the  time  that  has  elapsed  since  it  was  actually  paid  in. 
It  shall  be  the  duty  of  every  bank  which  shall  be  incorpo- 
rated after  the  first  Monday  in  October,  in  the  year  of  our 
Lord  one  thousand  eight  hundred  and  thirty-one,  or  which, 
on  that  day,  shall  not  have  completed  the  payment  of  their 
several  instalments,  to  furnish  the  treasurer  of  the  common- 
wealth, on  or  before  the  first  Mondays  in  October  and  April, 
with  an  abstract  of  the  amount  of  stock  actually  paid  by  the 
stockholders  into  their  respective  banks,  together  with  the 
time  when  the  several  instalments  were  paid.  And  if  any 
bank  shall  neglect  to  pay  the  aforesaid  tax  for  the  space  of 
thirty  days  after  the  same  shall  become  due,  it  shall  be 
ihe  duty   of  the  treasurer    to   issue   a    warrant   of  distress, 
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directed  to  the  sheriff  of  the  county  in  which  such  bank  is 
situate,  or  his  deputy,  commanding  them  to  levy  and  collect 
the  sum  due  from  the  estate  and  effects  of  such  bank,  which 
warrant  shall  be  in  the  same  form,  mutatis  mutandis,  as 
warrants  of  distress  against  delinquent  sheriffs  are  by  law 
directed  to  be  issued. 

Sec.  22.  Be  it  further  enacted,  That  it  shall  be  the  duty 
of  the  directors  of  the  several  banks  incorporated  by  and 
within  this  commonwealth,  once  in  five  years,  to  have  all  the 
weights  used  in  their  respective  banks  compared,  proved, 
and  sealed  by  the  treasurer  of  the  commonwealth,  or  by 
some  person  specially  authorised  by  him  for  that  purpose, 
which  shall  supersede,  so  far  as  respects  such  banks,  the  seal- 
ing of  their  weights  by  the  town  or  district  sealer.  And  no 
tender  of  gold  by  any  bank  in  this  commonwealth,  weighed 
with  weights  other  than  those  compared,  proved,  and  sealed 
as  aforesaid,  shall  be  legal.  And  to  prevent  the  unavoidable 
imperfection  of  scale  beams  from  operating  unequally  in  pay- 
ments of  gold,  the  payer  or  receiver  may  require  that  the 
gold  shall  be  weighed  in  each  scale,  and  the  mean  weight 
resulting  therefrom  shall  be  considered  as  the  true  weight. 

Sec.  23.  Be  it  further  enacted,  That  shares  in  any  bank 
shall  be  liable  to  be  attached  on  mesne  process,  and  taken  in 
execution  and  sold,  agreeably  to  the  provisions  contained  in  an 
Act,  intituled,  "  An  Act  directing  the  mode  of  attaching  on 
"  mesne  process,  and  selling,  by  execution,  shares  of  debtors 
"  in  Incorporated  Companies,""  passed  in  the  year  of  our 
Lord  one  thousand  eight  hundred  and  five  ;  and  an  Act,  in 
addition  thereto,  passed  in  the  year  of  our  Lord  one  thou- 
sand eight  hundred  and  nineteen. 

Sec.  24.  Be  it  further  enacted,  That  the  lands,  tenements, 
and  hereditaments  of  any  bank  may  be  taken  in  execution, 
and  sold  at  public  vendue  to  the  highest  bidder  ;  and  in  every 
such  case  the  officer  who  shall  levy  the  execution  shall  be 
empowered  to  execute  to  the  purchaser  a  good  deed  or  deeds 
of  any  such  lands,  tenements,  or  hereditaments,  having  first 
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given  notice  of  the  time  and  place  of  sale,  at  least  fourteen 
days  previous  thereto,  in  two  or  more  public  places  in  the 
town  or  place  where  such  lands  or  tenements  lie,  and  also 
some  newspaper  printed  in  the  county ;  and  if  there  be  no 
newspaper  in  said  county,  then  in  some  one  in  the  city  of 
Boston.  And  all  deeds  and  conveyances  of  any  such  lands, 
tenements,  or  hereditaments,  duly  executed  as  aforesaid, 
shall  be  good  and  effectual  in  law,  to  transfer  to  the  pur- 
chaser, his  heirs  and  assigns,  for  ever,  all  the  right,  title, 
and  interest  therein,  which  belonged  to  said  corporation. 
And  the  officer  who  may  levy  any  such  execution  shall 
be  authorized  and  empowered  to  adjourn  the  vendue  from 
time  to  time,  not  exceeding  seven  days  at  any  one  time,  until 
the  sale  of  such  real  estate  shall  be  completed.  All  the 
right,  title,  claim,  and  interest  of  any  bank  in  any  lands, 
tenements,  or  hereditaments,  which  have  been  or  shall  be 
mortgaged  for  security  of  any  debt  due  or  assigned  to  such 
bank,  shall  be  liable  to  be  seized  and  sold  at  public  auction, 
in  the  same  manner  as  is  prescribed  for  the  sale  and  convey- 
ance of  the  real  estate  of  such  banks.  And  any  debt  secured 
by  such  mortgage,  and  due  to  such  bank  at  the  time  of  the 
sale  of  such  mortgage,  shall  pass  by  deed  of  conveyance, 
executed  by  the  officer  who  shall  serve  such  writ  of  execu- 
tion, and  be  completely,  and  to  all  intents  and  purposes, 
transferred  to,  and  vested  in,  such  purchaser ;  and  such 
purchaser,  or  his  legal  representatives,  may,  in  his  own 
name,  maintain  any  action  proper  to  recover  such  debt, 
or  to  obtain  possession  of  such  lands,  tenements,  or  here- 
ditaments, which  might  have  been  maintained  in  the  name  of 
such  bank,  had  no  such  sale  been  had ;  and  a  copy  of  such 
mortgage  deed,  duly  certified  by  the  register  of  deeds  for 
the  county  or  district,  where  such  lands  are  situate,  and 
where  such  mortgage  deed  shall  be  recorded,  shall  be  con- 
sidered prima  facie  evidence  of  such  mortgage  deed.  And 
it  shall  be  the  duty  of  the  cashier,  or  clerk,  of  such  bank, 
on  reasonable  request,  to  furnish   the  officer  who  shall  serve 
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such  execution,  or  the  judgment  creditor,  with  a  certified 
copy  of  the  note  or  obligation  secured  by  such  mortgage, 
together  with  a  copy  of  the  endorsements  thereon ;  and  a 
statement  of  all  such  payments  as  shall  have  been  made 
thereon  by  such  debtor ;  and,  after  sale  of  such  mortgage, 
to  deliver  said  note  or  obligation  to  the  purchaser  thereof. 
No  gift,  sale,  transfer,  conveyance,  or  endorsement  of  such 
note,  or  mortgage,  made  by  such  bank,  after  notice  duly 
filed  at  the  office  of  the  register  of  deeds  of  said  county  or 
district,  or  otherwise  given  to  the  party  to  be  affected 
thereby,  of  the  seizure  thereof  on  execution  by  such  officer, 
for  the  purpose  of  sale  under  this  Act,  shall  have  any 
validity,  force,  or  effect,  against  such  purchaser  under  such 
sale  at  auction  ;  but  the  same  shall  be  adjudged  null  and 
void,  except  only  between  the  bank  and  the  person  to  whom 
the  bank  shall  make  such  gift,  sale,  transfer,  conveyance, 
or  endorsement,  his  heirs,  executors,  administrators,  and 
assigns. 

Sec.  25.  Be  it  further  enacted,  That  all  bills  issued  from 
any  banks,  shall  be  signed  by  the  president  and  cashier 
thereof:  Provided,  however,  That  all  bills  which  shall  get 
into  circulation,  signed  either  by  the  president  or  Cashier 
thereof,  through  the  agency  or  neglect  of  any  officer  in  the 
bank,  shall  be  binding  on  the  corporation.  Every  bank 
within  this  commonwealth  may  issue  bills  under  five  dollars, 
to  the  amount  of  twenty-five  per  centum  of  its  capital 
actually  paid  in,  and  no  more ;  but  no  bank  shall  issue 
bills  of  a  less  denomination  than  one  dollar,  under  a  penalty 
of  one  hundred  dollars  for  each  offence.  All  bills  shall  be 
issued  in  the  name  of  the  president,  directors,  and  com- 
pany of  the  bank  issuing  them ;  but  no  bank  shall  issue 
any  note,  bill,  or  checque,  draft,  facility, or  certificate,  payable 
at  a  future  day,  or  bearing  interest.  No  bank  in  this 
commonwealth  shall  be  permitted  to  take  any  greater  in- 
terest or  discount  on  any  note,  draft,  or  security,  than  at  the 
rate  of  six   per  centum   per  annum,   but   such   interest  or 
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discount  may  be  calculated  and  taken  according  to  the 
established  rules  of  banking:  Provided,  however,  That  in 
discounting  drafts,  or  inland  bills  of  exchange,  the  banks 
so  discounting  the  same,  may  charge  over  and  above  the 
rate  of  interest  aforesaid,  the  then  existing  rate  of  exchange 
between  the  place  where  such  draft  may  be  discounted,  and 
the  place  where  the  same  is  payable.  No  bank  shall  issue 
any  bill,  note,  checque,  or  draft,  redeemable  at  such  bank,  in 
any  other  manner  than  by  payment  in  specie.  Every  in- 
corporated bank  which  shall  issue  any  bill,  note,  checque, 
or  draft,  redeemable  in  any  other  manner  than  by  payment 
in  specie  on  demand,  or  payable  at  any  place  other  than 
the  place  where  such  bank  is  by  law  established  and  kept, 
shall  be  liable  to  pay  the  same  in  specie  to  the  holder  thereof 
on  demand,  at  said  bank,  without  a  previous  demand 
at  the  bank,  or  place  where  the  same  is  on  the  face  of  such 
bill,  note,  checque,  or  draft,  made  payable.  And  if  the 
bank  which  issued  the  same,  shall  neglect  or  refuse  to  pay 
on  demand,  made  as  aforesaid,  any  bill,  note,  checque,  or 
draft,  such  bank  shall  be  liable  to  pay  to  the  holder  thereof 
two  per  cent,  per  month  damages,  as  before  provided  for  in 
this  Act:  Provided,  however,  That  nothing  herein  contained, 
shall  extend  to  any  checque  or  draft,  drawn  by  the  president 
or  cashier  of  any  bank  within  this  commonwealth,  or  any 
other  bank,  either  within  or  without  this  commonwealth, 
for  any  sum  exceeding  one  hundred  dollars  ;  but  all  such 
checques,  or  drafts,  shall  first  be  presented  for  payment  at 
the  bank  on  which  the  same  shall  be  drawn ;  and,  in  de- 
fault of  payment,  the  holder  shall  be  entitled  to  recover 
against  the  bank  which  issued  the  same,  the  amount  of 
such  checque  or  draft,  with  two  per  cent,  per  month  on  the 
amount  thereof,  from  and  after  the  time  when  such  checque 
or  draft  shall  have  been  refused  payment  at  the  Bank  issuing 
the  same,  as  additional  damages,  in  any  action  against  such 
bank  for  the  recovery  of  such  checque  or  draft:  Provided, 
however,  That  nothing  herein  contained,  shall   restrain  any 
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president  or  cashier  from  drawing  any  checque  or  draft  for 
any  balance  due  to  said  bank. 

Sec.  26.  Be  it  further  enacted,  That  any  president, 
director,  or  cashier,  or  other  officer  or  servant  of  any  bankj 
incorporated  within  this  commonwealth,  for  the  purpose  of 
issuing  bills  or  notes,  who  shall  embezzle  or  fraudulently 
convert  to  their  own  use,  any  money,  note,  bill,  obli- 
gation, security,  bullion,  or  effects,  of  and  belonging  to 
such  bank,  and  in  its  possession,  or  belonging  to  any  person 
or  persons,  or  body  or  bodies,  politic  or  corporate,  and 
deposited  in  such  bank,  and  every  person  assisting  and 
aiding  therein,  being  thereof  duly  convicted,  in  any  court  of 
this  commonwealth  having  jurisdiction  of  such  offence, 
shall  be  deemed  in  so  doing  to  have  committed  the  crime  of 
larceny,  shall  be  punished  by  solitary  imprisonment  in  the 
common  gaol,  or  the  state  prison,  for  a  period  not  exceeding 
one  year,  and  by  confinement  afterwards  to  hard  labour  in 
the  common  goal,  or  state  prison,  for  a  period  not  less  than 
three  years,  nor  exceeding  ten  years,  according  to  the  degree 
and  aggravation  of  the  offence. 

Sec.  27.  Be  it  further  enacted,  That  the  cashier  of 
every  bank,  shall,  in  every  year,  make  a  return  of  the  state 
of  such  bank,  as  it  existed  at  two  o'clock,  afternoon,  of  the 
first  Saturday  in  such  preceding  month  as  the  governor 
may  direct,  and  shall  transmit  the  same  as  soon  as  may  be, 
not  exceeding  fifteen  days,  to  the  secretary  of  this  common- 
wealth, which  return  shall  specify  the  amount  due  from  the 
bank,  designating  in  distinct  columns  the  several  particulars 
included  therein,  and  shall  also  specify  the  resources  of  the 
bank,  designating  in  distinct  columns,  the  several  particulars 
included  therein,  and  the  said  return  shall  be  in  the  following 
form  : — 
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Capital  Stock. 
Bills  in  circulation. 


< 

pq 

W 
H 

O 

p 


Net  Profits  on  hand. 


Balance  due  to  other  Banks. 


Cash  deposited,  including  all  sums  whatsoever,  due 
from  the  Bank,  not  bearing  interest ;  its  bills 
in  circulation,  profits,  and  balances  due  to  other 
Banks,  excepted. 


Cash,  deposited,  bearing  Interest. 


Total  amount  due  from  the  Bank. 


Gold,  silver,  and  other  coined  metals,  in  its  Banking 
House. 


Real  estate. 


Bills  of  other  Banks  incorporated  in  this  state. 


Bills  of  other  Banks  incorporated  elsewhere. 


Balances  due  from  other  Banks. 


si 

w 
o 

5 

o 


Amount  of  all  debts  due,  including  Notes,  Bills  of 
Exchange,  and  all  Stocks  and  Funded  debts  of 
every  description,  excepting  the  balances  due  from 
other  Banks. 


Total  amount  of  the  Resources  of  the  Bank. 


Rate  and  amount  of  the  last  Dividend. 


Amount  of  reserved  Profits  at  the  time  of  declaring 
the  last  Dividend. 


Amount   of  debts  due    to  the   Bank,   secured   by  a 
pledge  of  its  Stock. 


Amount  of  debts  due  and  not  paid,  and  considered 
doubtful. 


13C 

Which  return  shall  be  signed  by  the  cashier  of  each  bank 
respectively,  who  shall  make  oath  or  affirmation  before  some 
magistrate  qualified  to  administer  oaths,  to  the  truth  of  said 
return,  according  to  his  best  knowledge  and  belief,  and  a 
majority  of  the  directors  of  each  bank  shall  ceitify  and 
make  oath,  or  affirmation,  before  the  same  magistrate,  as 
their  respective  cashiers,  that  the  books  of  such  bank  indi- 
cate the  state  of  facts  so  returned  by  their  cashier,  and  that 
they  have  full  confidence  in  the  truth  of  the  return  so  by 
him  made,  and  no  further  or  other  return  shall  be  required 
from  said  banks. 

Sec.  28.  Be  it  further  enacted,  That  the  secretary  of 
this  commonwealth  be,  and  he  hereby  is  authorised  and 
directed  to  procure,  at  the  expense  of  the  commonwealth, 
printed  copies  of  the  form  of  the  return  required  by  this 
Act,  and  to  furnish  four  such  copies  of  the  same,  to  the 
cashier  of  every  bank,  in  the  months  of  March,  or  April, 
annually. 

Sec.  29.  Be  it  further  enacted,  That  it  shall  be  the  duty 
of  the  secretary  of  this  commonwealth,  after  he  shall  have 
received  the  returns  from  the  several  banks,  as  aforesaid,  to 
cause  to  be  prepared,  and  printed,  a  true  abstract  from 
those  returns,  each  column  to  be  footed  up  as  soon  as  prac- 
ticable after  they  shall  have  been  received,  and  the 
secretary  shall  transmit,  by  mail,  one  copy  thereof  to  the 
cashier  of  each  bank  incorporated  by  authority  of  this 
commonwealth. 

Sec.  SO.  Be  it  further  enacted,  That  the  president, 
directors,  and  company  of  any  bank  established  by  autho- 
rity of  this  commonwealth,  on  application,  within  one  year 
from  the  passage  of  this  Act,  shall  be  authorised,  with  the 
assent  of  the  Legislature  for  the  time  being,  to  continue  its 
operations  as  a  banking  company  for  the  further  period  of 
twenty  years  from  and  after  the  first  Monday  in  October,  in 
the  year  of  our  Lord  one  thousand  eight  hundred  and  thirty- 
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one,  with  all  the  powers  and  privileges,  and  subject  to  all  the 
duties  and  requirements,  of  this  Act. 

Sec.  31.  Be  it  further  enacted,  That  if,  during  the  con- 
tinuance of  any  bank  charter,  granted  or  renewed  under 
the  provisions  of  this  Act,  any  new  or  greater  privileges  shall 
be  granted  to  any  other  bank  now  in  operation,  or  which 
may  hereafter  be  created,  each  and  every  bank  in  operation 
may  be  entitled  to  the  same. 

Sec.  32.  Be  it  further  enacted,  That  no  bill  or  note,  of 
the  denomination  of  one  hundred  dollars  or  less,  shall  be 
issued  by  any  bank  aforesaid,  unless  the  same  shall  be  im- 
pressed from  Perkins1  stereotype  plate  :  Provided,  That  no 
greater  sum  than  one  cent  shall  be  charged  for  each  bill  im- 
pressed from  the  class  of  plates  on  which  is  the  fine  writing,  nor 
more  than  two  cents  for  bills  of  either  of  the  other  classes; 
but  the  Legislature  may,  at  any  time  hereafter,  authorise 
and  require  the  use  of  any  other  plates. 

Sec.  33.  Be  it  further  enacted,  That  all  Acts  and  parts 
of  Acts  heretofore  passed  in  relation  to  banks,  inconsistent 
with  the  provisions  of  this  Act,  be,  and  the  same  are  hereby 
repealed,  so  far  as  the  same  might  apply  to  all  banks  whose 
charters  may  be  extended  under  the  provisions  of  this  Act. 

(Approved  by  the  Governor, 
February  28,  1829.) 


AN  ACCOUNT  of  all  Places  where  United  or  Joint-Stock 
Banks  have  been  established  under  the  Act  7  Geo.  IV.  c.  46 
together  with  the  Number  of  Partners  therein,  and  the  Dates 
when  such  Banks  respectively  were  established. 


PLACES. 


Bristol    

Lancaster,  Ulverstone,  and  Preston 

Bristol,  Axbridge,  Bridgewater, 
Taunton,  Wellington,  Crewkerne, 
Chard,  1) minster,  Langport,  Wells,' 
Glastonbury,  Shepton  Mallet, 
Bruton,  Wincanton,  Selwood, 
Frome,  Castle  Carey,  Yeovil, 
Barnwell,  Weston  Super  Mare, 
Williton,  Martock,  Somerton, 
South  Petherton,  and  Ilchester. 

Norwich,  Swaffham,  Foulshani,  East 
Dereham,  Fakenham,  Lynn,  Har- 
leston,  Bungay,  and  Watton. 

Huddersheld,  Holmfirth,  and  Brig- 
house. 

Bradford    

Carlisle 

forkington,Cockermouth,Maryport, 
Wigton,  Carlisle,  and  Penrith. 

Manchester,  Stockport,  Bolton,  and 
Newtown    

Whitehaven  and  Penrith . . 

Leicester,  Ash  by  de  la  Zouch,  Hinck- 
ley, Market  Harborough,  and  Mel- 
ton Mowbray. 

firmingham 

lalifax 


Manchester,  Liverpool,  Oldham, 
Warrington,  Ashton-under-Lyne, 
Bury,  Blackburn,  Wigan,  Preston, 
Staleybridge,  Roclidale,  Hyde, 
Stockport,  Nantvvich,  Hanley, 
Stafford,  Burslem,  Leek,  Lane- 
End,  Cheadle,  Rugeley,  Market 
Drayton,  and  Glossop.  ' 


NAME  OF  THE  BANK. 


Bristol  Old  Bank 

Lancaster  Banking  Company 
Stuckey's  Banking  Company 


Number 

DATE 

of 

Hi, 

en 

Partner* 

Eitabl 

shed. 

8 

16  June 

1826. 

127 

9  Oct. 

1S26. 

35 

9  Oct. 

1826. 

. .  Norfolk  and  Norwich  Joint-stock 
Banking  Company. 


Huddersfield  Banking  Company     . .        335 


125     31  Mar.   1827. 


Bradford  Banking  Company    

Leith  Banking  Company 

. .  Cumberland  Union  Banking  Com- 
pany. 
Bank  of  Manchester     

. .  Whitehaven  Joint-stock  Banking 

Company. 

Leicestershire  Banking  Company  . . 


Birmingham  Banking  Company. .  . . 
Halifax  Joint-stock  Banking  Comp. 
.  .  Manchester  and  Liverpool  District 
Bank. 


173 
9 

52 

552 
236 
101 


311 

178 

1,054 


7  June,  1827. 

7  July,  1827. 

23  Nov.  1827. 

13  Mar.  1829. 

19  Mar.  1S29. 

25  May,  1829. 

28  Aug.  1829. 


30  Sept.  1829. 
11  Nov.  1829. 
26  Nov.   1829. 
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PLACES. 


NAME  OF  THE  BANK. 


Number. 

of 
I  Partner; 


DATE 

when 
Established. 


ork,  Malton,  Selby,  Howden, 
Scarborough,  Boroughbridge,  and 
Goole. 

iverpool   

heffield  and  Rotherham 

doucester,  Stroud,  Newnham,  Eve- 
sham, Tewkesbury,  Cheltenham, 
Newent,  Campden,  Alcester,  Per- 
shore,  Redditch,  Blockley,  More- 
ton,  Cirencester,  and  Winchcomb. 

Cnaresborough,  Ripon,  Wetherby, 
Easingwold,  Hemsley,  Thirsk,  Bo- 
roughbridge, Masham,  Pateley 
Bridge,  Otley,  and  Harrogate. 

Chesterfield   


..York   City  and  County   Banking 
Company. 


Darlington, 
Barnard 
Bedale, 
Masham, 


Bank  of  Liverpool    

Sheffield  Banking  Company     

Gloucestershire  Banking  Company. 


. .  Knaresborough  and  Clare  Banking 

Company. 


Stockton,  Stokesley, 
Castle,  Northallerton, 
Egglestone,  Durham, 
Yarm,  Thirsk,  Hartle- 
pool, Gisborough,  Bishop's  Auck- 
land, Brough,  and  Stagshaw. 
Stamford,  Spalding,  Boston,  Oundle, 
Bourn,  Market  Deeping,  Spilsby, 
Burgh,  Wainfleet,  Swineshead, 
Peterborough,  Holbeach,  Oakham, 
and  Uppingham. 
Wolverhampton    

Plymouth,  Devonport,  Kingsbridge, 
Totness,  Bodmin,  Ashburton,  St, 
Austell,  Liskeard,  Dartmouth, 
Newton,  Abbot,  Exeter,  and  Col- 
lumpton. 

Barnsley     

Birmingham 

Wakefield 

Leeds 

Newcastle-upon-Tyne,  Sunderland, 
North  Shields,  Berwick  -  upon  - 
Tweed,  Morpeth,  Hexham,  South 
Shields,  Durham,  and  Bishop's 
Auckland. 

Liverpool 

Huddersfield,  Dewsbury,  Wakefield, 

and  Bradford. 
Bradford    

York,  Driffield,  Bury,  Thirsk,  Mal- 
ton, Helmsley,  Kirby  Moorsidge, 
Pickering,  Pocklington,  Market 
Weighton,  and  Tadcaster. 


Chesterfield  and  North  Derbyshire 
'.Banking  Company, 
-f. .  Darlington    District     Joint-stock 
Banking  Company    


. .  Stamford  and  Spalding  Joint-stock 
Banking  Company. 


..Wolverhampton  and  Staffordshire 

Banking  Company. 

. .  Devon     and     Cornwall     Banking 

Company. 


Barnsley  Banking  Company    

Bank  of  Birmingham   

Wakefield  Banking  Company 

Leeds  Banking  Company     

..North    of     England     Joint-stock 
Banking  Company. 


. .  Liverpool     Commercial    Banking 

Company. 

. .  Mirfieldand  Huddersfield  Banking 

Company. 

. .  Bradford   Commercial  Joint-stock 

Banking  Company. 

York  Union  Banking  Company  .... 


267       2  Mar.     1830. 


4*1 
225 
265 


1G0 


23  April,  1831. 

24  June,    1831. 
28  June,    1831. 


14  Sept.  1831. 


98  21  Dec.  1831. 
247  22  Dec.  1831. 


B5 


238 
146 


118 
227 
192 
451 
571 


28  Dec.  1831. 


28  Dec.  1831. 
31  Dec.  1831. 


25  Jan. 
2  Aug. 
25  Oct. 
22  Nov. 
2S  Nov. 


1832. 
1832. 
1832. 
1 832. 
1832. 


263 

29  Dec.  1832. 

263 

29  Dec.  1832. 

160 

27  Feb.  1838. 

277 

23  April,  1838 
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PLACES. 


Kendal  and  Ulverston 

Saddleworth,  Ashton,  and  Oldham . . 

Lincoln,  Gainsborough,  Louth,  Horn- 
castle,  Brigg,  Market  Rasen, 
Caister,  Sleaford,  Alford,  Spilsby, 
Epworth,  Grimsby,  Partney,  and 
Retford. 

Hull,  Barton,  Beverley,  Brigg, 
Gainsborough,  Goole,  Grimsby, 
Lincoln,  Louth,  South  Cave, 
Caistor,  Market  Rasen,  Retford, 
Howden,  Snaith,  and  Market 
Weigh  ton. 

Aberystwith,  Birmingham,  Brecon, 
Llandovery,  Hay,  Bath,  Shepton 
Mallet,  Boston,  Castle  Cary,  So- 
merton,  Bideford,  Southmolten, 
Torrington,  Bury  St.  Edmunds, 
Cheltenham,  Cardiff,  Bridge-End, 
Dursley,  Gloucester,  Hereford, 
Honiton,  Stowmarkct,  Ipswich, 
Woodbridge,  Lichfield,  Rugby, 
Tiverton,  Walsall,  Wisbeach, 
Whittlesea,  Chatteris,  Long  Sut- 
ton, Worcester,  Ledbury,  Wotton- 
under-Edge,  Yarmouth,  Bristol, 
Norwich,  Leicester,  and  Dolgelly. 

Derby,  Ashbourn,  and  Belper     .... 

Dudley  and  Westbromwich 

Manchester,  Bolton,  Colne,  Clithe- 
roe,  Liverpool,  Ormskirk,  St, 
Helen's,  Preston,  Bangor,  Car- 
narvon, Bakewell,  Chester,  Birm- 
ingham, Bristol,  Congleton,  Knuts- 
ford,  Macclesfield,  Northwich, 
Nantvvich,  Halifax,  Cleckheaton, 
Keightley,  Leeds,  Sheffield,  Wake- 
field, Denbigh,  Wrexham,  Eve- 
sham, Worcester,  Holywell,  Mold, 
Leominster,  Nottingham,  Oswes- 
try, Wem,  Shrewsbury,  Whit- 
church, Wellington,  Tamworth, 
and  Grantham. 

Stourbridge,  Kidderminster,  Strat- 
ford -  upon  -  Avon,  Henley  -  in  - 
Arden,  Bromsgrove,  Redditch, 
Shipston-on-Stour,  Chipping  Nor- 
ton, Alcester,  and  Moreton-in- 
Marsh. 

Nottingham,  Newark,  Mansfield,  and 
Loughborough. 


NAME  OF  THE  HANK. 


Number 

of 
Partners 


Bank  of  Westmorland 

Saddleworth  Banking  Company  .... 

. .  Lincoln    and    Lindsay    Banking 
Company. 


Hull  Banking  Company 


. .  National     Provincial     Bank     of 
England. 


. .  Derby    and   Derbyshire    Banking 
Company. 

. .  Dudley  and  Westbromwich  Bank- 
ing Company. 

. .  Northern  and    Central    Bank   of 
England. 


. .  Stourbridge    and     Kidderminster 
Banking  Company. 


. .  Nottingham  and  Nottinghamshire 
Banking  Company. 


154 
114 


230 


247 


487 


223 


272 


DATE 

wlien 

Ectabllsbedi 


8  June,    18? 
29  June,  18," 

10  Aug.    18? 


30  Nov.    18 


27  Dec.     18 


204 

28  Dec. 

18 

190 

30  Dec. 

18 

,204 

12  Mar. 

li 

9  April,  18 


12  April,  li 
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PLACES. 


:hampton,  Farehani,  Rumsey, 
id  Stockbridge. 

ichester,  Preston,  Burnley,  Skip- 
n,  Birmingham,  Chester,  Leek, 
urslem,  Liverpool,  Blackburn, 
shbourn,  Roclidale,  Shrewsbury, 
llesmere,  Uttoxeter,  Whitchurch, 
anley,  Newport,  and  Ludlow. 
Is,  York,  Hull,  Sheffield,  Hali- 
x,  Doncaster,  Selby,  Thirsk, 
[alton,  Pocklington,  Bradford, 
?ntefract,Ripon,Knaresborough, 
uddersfield,  Beverley,  Darling- 
n,  Richmond,  and  Dewsbury. 
wick,  Leamington,  Stratford-on- 
von,  Southam,  Henley-in-Arden, 
d  Shipston-on-Stour. 

/well  and  Mold 

tol,  Bath,  Barnstaple,  Exeter, 
vansea,  Taunton,  Bridgewater, 
irdiff,  Newport,  Wells,  Glas- 
nbury,  Bideford,  Merthyr  Tydvil, 
owey,  Dulverton,  Williton,  Ax- 
idge,  Somerton,  Llanelly,  and 
dmouth. 

icester 

narthen    

rpool 

mington  Priors   

sail  and  Cannock 

i  . 

nington  Priors,  Southam,  War- 
ck,  Kenilworth,  and  Banbury, 
isham,  Devizes,  Bradford,  Trow- 
idge,  Westbury,  Calne,  Chip- 
jnham,  Warminster,  and  Cor- 
am, 
field,  Rugeley,  and  Tamworth 

Is,    Harrogate,    Pudsey,    Heck- 

ondwicke,  and  Bradford. 

intry    

ibury,  Warminster,  Devizes, 
•adford,  Westbury,  Trowbridge, 
elksham,  Calne,  Chippenham, 
arlborough,  Swindon,  Malmes- 
iry,  Wootton  Basset,  Cricklade, 
•ome,  Yeovil,  Wincanton,  Chard, 
•ewkerne,  Taunton,  Glastonbury, 
ells,  Shepton  Mallet,  Bruton, 
•idgewater,  Dorchester,  Bland- 
rd,  Wimborne,  Wareham,  Poole, 
•idport,  Lyme  Regis,  Shaftes- 
iry,  Sherborne,  Weyhill,  High- 
>rth,  Ludgershall,  Mere,  Wey- 
Duth,  Sturminster,  Beaminster, 
elborne  Port,  Fordingbridge, 
iristchurcli,  Lymington,  and 
ncwond. 


NAME   OF  THE  BANK. 


Hampshire  Banking  Company 
Commercial  Bank  of  England 


Yorkshire  District  Bank. 


.  .Warwick  and  Leamington  Banking 
Company. 

Holywell  Bank,  North  Wales 

.  .West  of  England  and  South  Wales 
District  Bank. 


Gloucester  County  and  City  Bank  . . 

Bank  of  South  Wales 

Union  Bank  of  Liverpool     

Leamington  Bank     

. .  Bank   of  Walsall  and  South  Staf- 
fordshire. 

. .  Leamington  Priors  and  Warwick- 
shire Banking  Company. 
North  Wilts  Banking  Company  .... 


. .  Lichfield,  Rugeley,  and  Tamworth 
Banking  Company. 
. .  Leeds  and  West  Riding  Banking 
Company. 

.  .Coventry  and  Warwickshh-e  Bank- 
ing Company. 

. .  Wilts  and  Dorset  Banking  Com- 
pany. 


!V  umber 

of 
Partners 

HI 

444 


680 


122 


7 
469 


DATE 

when 

Established. 


29  April,  183  k 
Uuly,    1834. 


30  July,     1S34. 


10  Sept.     1834. 


11  Nov.     1834. 
23  Dec.     1834. 


23 

7 

323 

157 

112 

31  Dec. 

26  Feb. 

2  May, 

S  May, 
10  Aug. 

1834. 

1835. 
1835. 

is:;  5. 
1835. 

135 

27  Aug. 

1835. 

152 

6  Nov. 

1835. 

9S 

21  Nov. 

1S35. 

161 

28  Nov. 

1835. 

261 

13  Dec. 

1835. 

485 

1 1  Jan. 

1836. 
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Norwich,  Great  Yarmouth,  Ipswich, 
Swaffham,  Lynn,  East  Dereham, 
Foulsham,  Fakenham,  Harleston, 
Eye,  Saxmundham,  Bungay,  Wat- 
ton,  Lowestoft,  Beccles,  Diss, 
Bury  St.  Edmunds,  North  Wal- 
sham,  and  Frainlingham. 

Leicester,  Hinckley,  Loughborough, 
and  Melton  Mowbray. 

Liverpool    

Liverpool,  Dolgelly,  Bangor,  Ma- 
chynlleth, Aberystwith,  Holywell, 
Wrexham,  Pwllheli,  Bala,  Den- 
bigh, Oswestry,  Llanidloes,  Ruthin, 
Llauroost,  Fastiniog,  Mold,  New- 
town, St.  Asaph,  Chester,  Carnar- 
von, Llangefni,  Conway,  Welch- 
pool,  and  Amlwch. 

Liverpool 

Stockport   

Manchester    

Coventry    

Liverpool 

Northampton,  Daventry,  Welling- 
borough, Kettering,  Tharpstone, 
Peterborough,  Oundle,  Higham 
Ferrars,  Stamford,  Spalding,  and 
Market  Harborough. 

Cheltenham    


Sheffield. 


Northampton,    Daventry,  and  Wel- 
lingborough. 
Newcastle-upon-Tyne 

Manchester    

ShifFnal,  Wellington,  Newport,    and 

Colebrook  Dale. 
Bolton    


Bury 

Manchester    

Ashton-under-Lyne 


Halifax 

Leeds 

Sheffield  and  Rotherham . 


Newcastle-upon-Tyne  . . 
Liverpool 


NAME  OF  THIS  BANK. 


East  of  England  Bank. 


..Pares'  Leicestershire  Banking 
Company,  or  the  Leicestershire 
Union  Banking  Company. 

Liverpool  Tradesmen's  Bank 

North  and  South  Wales  Bank     


Royal  Bank  of  Liverpool 

Bank  of  Stockport     

Union  Bank  of  Manchester 

Coventry  Union  Banking  Company 

Liverpool  United  Trades  Bank  .... 
. .  Northamptonshire  Banking  Com- 
pany. 


..Cheltenham   and    Gloucestershire 
Bank. 

. .  Sheffield  and  Hallamshire   Bank- 
ing Company. 
Northamptonshire  Union  Bank  .... 

..Northumberland      and       Durham 
District  Banking  Company. 

South  Lancashire  Bank   

Shropshire  Banking  Company     .... 

. .  Bolton  Joint-stock  Banking  Com- 
pany. 

Bury  Banking  Company 

Manchester  and  Salford  Bank    

. .  Ashton,  Staleybridge,  Hyde,  and 
Glossop  Bank. 

Halifax  Commercial  Banking  Comp. 
Leeds  Commercial  Banking  Comp. 
..Sheffield   and    Rotherham    Joint- 
stock  Banking  Company. 
. .  Newcastle-upon-Tyne  Joint-stock 
Banking  Company. 
Liverpool  Borough  Bank 


Number 

of 
Partners 


534 


542 
526 


215 

390 
598 
158 
319 
296 


99 
73S 
464 

464 

778 
277 

106 

104 
255 
328 

172 
220 
234 

136 

3C9 


30  April,  11 
3  May,  lj 
6  May,  11 

12  May,  U 

12  May,  It 

13  May,  I! 
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alifax  and  Huddersfield    

thai 

id  brk,  Whitby,  Wetherby,  Tadcaster, 
ichiSherburn,  Howden,  Pickering, 
n,  Mai  ton,  Scarbro',  Burlington, 
urs  Driffield,  Pocklington,  Goole, 
;shbKirby  Moorside,  Bedale,  Ripon, 
JlesBoroughbridge,  Knaresborougb, 
anlHull,  Wakefield,  Doncaster,  Eas- 
ls,  ingwold,  Thirsk,  Northallerton, 
x,  Hawes,  Skipton,  and  Beverley. 
[altfewport,  Pontypool,  Chepstow,  Usk, 
pnt  and  Cardiff. 

ud'oucester,  Cheltenham,  Burford, 
n>  Cirencester,  Faringdon,  Tetbury, 
W1(and  Dursley. 

^oiphton ." 

■d  inderland    

fvn 

tolereford,  Ross,  Leominster,  Led- 
Fa%ury,  Kington,  Hay,  Monmouth, 
lrcColeibrd,  Bromyard,  and  Aber- 
ihgavenny. 

owrmingham 

piston   

dnevonport,  Plymouth,  Totness, 
ice  Kingsbridge,  Crediton,  Exeter, 
naTeignmouth,  Torrington,  Hols- 
rF  worthy,  Falmouth,  Penzance, 
m  Truro,  Helston,  Redruth,  St.  Ives, 
5a  and  Callington. 

.one 

nVansea  and  Neath 

c\iry  and  Hevwood 

is 

id 


NAME  OF  THE    BANK. 


i  Number 
of 
Partners 


..Halifax  and  Huddersfield  Union 
Banking  Company. 
. .  Yorkshire  Agricultural  and  Com- 
mercial Banking  Company. 


. .  Monmouthshire   and   Glamorgan- 
shire Banking  Company. 
County  of  Gloucester  Bank 


Helston  Banking  Company 

..Sunderland   Joint-stock    Banking 

Company. 

Herefordshire  Banking  Company  . . 


Birmingham  and  Midland  Bank. .  . . 
Bilston  District  Banking  Company. . 
. .  Western  District  Banking  Com- 
pany for  Devon  and  Cornwall. 


Borough  of  St.  Marylebone  Bank  . . 
Glamorganshire  Banking  Company 
Bury  and  Hevwood  Banking  Comp. 


404 
694 


260 
273 


9 
266 


200 


222 

146 

27S 


113 
83 

48 


DATE 

when 
Established. 


29  June,   18 
27  July,    18 


^ 


28  July,  1836. 
1  Aug.  1836. 


4  Aug.  1S36. 

4  Aug.  1S36.- 

5  Aug.  1836.1 


IS  Aug.  1S36J 

31  Aug.  1836. 1 

1  Sept.  1S36. 1 


3  Sept.  1836. 

8  Sept.  1S36. 

17  Sept.  1836. 


1  In  all— 98  Banks,  established  with  their  Branches,  at  637  places,  and  consisting  of 
b  26,481  Partners.  ° 

"a 

e  From  62  of  the  above,  Statements  and  Accounts  have  been  received  ;  they  have 
a  an  aggregate 

•c  £. 

Nominal  Capital  of 38,750,000 

i  A  paid-up  Capital  of 5  jqo  597 

rTheir  Stock  is  composed  of 1,000,250  Shares, 

"Of  which  there  have  been  issued     .     .     .        633,953 
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